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THE IMPLEMENTATION OF THE TREAD ACT: 
ONE YEAR LATER 


THURSDAY, FEBRUARY 28, 2002 

House of Representatives, 

Committee on Energy and Commerce, 

Subcommittee on Commerce, Trade, 

AND Consumer Protection, 

Washington, DC. 

The subcommittee met, pursuant to notice, at 9:30 a.m., in room 
2322, Rayburn House Office Building, Hon. Cliff Stearns (chair- 
man) presiding. 

Members present: Representatives Stearns, Upton, Shimkus, 
Bryant, Pitts, Bass, Towns, DeGette, Markey, Gordon, and Dingell 
(ex officio) 

Also present: Representatives Sawyer and Barrett. 

Staff present: Kelly Zerzan, majority counsel; Ramsen Betfarhad, 
majority counsel; Brendan Williams, lecislative Clerk; Jonathan 
Cerdone, majority counsel; and Bruce Gwinn, minority professional 
staff member. 

Mr. Stearns. Good morning, everybody. I welcome all and call 
to order this hearing of the Commerce, Trade, and Consumer Pro- 
tection. I’m especially pleased to welcome Dr. Runge. As this is 
your first appearance before the committee since your confirmation 
as National Highway Safety Administration Administrator, I look 
forward to a productive relationship between NHTSA and this sub- 
committee, which is entrusted with oversight responsibilities over 
NHTSA. 

I find the subcommittee’s oversight vis-a-vis NHTSA as one of 
the most important responsibilities of this subcommittee. As 
NHTSA’s motto, “people saving people” suggests NHTSA can and 
does save lives. 

It is in this light that we are holding this hearing today exam- 
ining NHTSA’s implementation of the TREAD Act. 

In October 2000, Congress enacted a Transportation Recall En- 
hancement, Accountability, and Documentation Act, in response to 
the many deaths and injuries attributed to tread separation ob- 
served on Ford Explorers equipped with certain Firestone tires. 
The TREAD Act was enacted in large measure due to the efforts 
of our full committee chairman, Mr. Tauzin, who at the time 
Chaired the Commerce Committee’s Telecommunications, Trade, 
and Consumer Protection Subcommittee. 

After establishing an extensive hearing record. Chairman Tauzin 
and other subcommittee members, including myself, recognized 

( 1 ) 
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that Congress had to act in order to protect American lives because 
in some respects NHTSA had failed. 

I am even more convinced today than the day we enacted the 
TREAD Act, that if implemented as Congress intended, the Act can 
save hundreds, if not thousands of lives. I’m still taken back when 
told that 40,000 Americans lose their lives and countless thousands 
are injured in our roads every year. Most of these deaths and inju- 
ries can be prevented if people did not drive while intoxicated or 
simply wore their seatbelts. Even today only 7 out of 10 Americans 
wear their seatbelts, while in many parts of Europe over 90 percent 
buckle up. That’s 20 percent differential in seatbelt usage between 
us and some Europeans. It is estimated to cost some 4,000 to 6,000 
American lives. That should not be. 

Many of the fatalities and injuries on American roads arise from 
vehicle defects. The Ford Firestone case exemplifies that fact. Just 
one mandate of the TREAD Act, the early warning reporting that 
requires the reporting of vehicle problems to NHTSA from a variety 
of sources, including warranty claims and consumer complaints, I 
believe, if implemented right, can save thousands of lives through- 
out the coming year. 

In order for the TREAD Act far-reaching safety effects to take 
hold, NHTSA must promulgate regulations that are both true to 
the Congressional intent and timely. 

We, the Congress, further empower NHTSA with the TREAD 
Act. We increase NHTSA’s funding by $9.1 million so that it could 
implement the Act. Yet, without NHTSA’s diligent and expeditious 
efforts, we as American drivers will not fully reap the benefits of 
this TREAD Act. 

Therefore, I’m pleased that NHTSA has completed three final 
rules in a timely manner to date. However, I am concerned that 
NHTSA has yet to complete 12 final rulemakings, 6 of which are 
subject to statutory deadlines, the latest being November 2002. I 
recognize that to date, the Agency has issued nine Notice of Pro- 
posed Rulemakings. Still, I agree with the Department of Transpor- 
tation Inspector General that the final rules may be delayed at 
least with regard to some of the more complex and as such conten- 
tious issues arise. Therefore, unless there are compelling reasons 
to the contrary, I request that NHTSA periodically inform this com- 
mittee as to its progress on the various TREAD Act rulemaking. 

Let me emphasize that I do appreciate that Congress has asked 
NHTSA to undertake a large, and in part, complicated under- 
taking. So I do compliment the Agency for its efforts to this date 
and in particular, I commend the Agency for its responsiveness to 
concerns raised by the Department of Transportation Inspector 
General’s Report and the 0MB. 

We have the opportunity at this hearing to explore, in detail, 
both the IG’s Report and the OMB’s evaluation of NHTSA’s tire 
pressure warning device NPRM. 

Clearly, it is important that NHTSA complete its TREAD Act 
rulemaking in a timely fashion, since at least with regard to two 
rulemakings, one, early warning data reporting; and two, rollover 
rating system, I would not want NHTSA to shortchange the quality 
of those rules because of time limitations. I’m not suggesting that 
NHTSA take its time with these two rulemakings, but rather I find 
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both the early warning data reporting and rollover rating system 
rules extremely important as they address critical issues and enjoy 
exceptional complexity. 

It is imperative, for example, that NHTSA reach an optimal rule 
for the early warning data reporting. NHTSA has to get it right the 
first time because this rule is setting a framework. The extent and 
quality of data collected and analyzed under this rule will color all 
of NHTSA’s work for the near future. If this rule is done right, as 
I said earlier, it will save countless lives in years to come. It’s that 
simple. 

The object of the rule is not simply to collect more data sets. We 
all appreciate the raw data in itself means little. It is estimated 
that if NHTSA were to collect all the nearly warning data as con- 
templated today, it will become the largest warehouse of data in 
the world. Warehousing data doesn’t save lives. NHTSA must care- 
fully consider the type, quality and relevance of the data collected, 
the way the data is processed and catalogued and ultimately ana- 
lyzed. Injecting the required intelligence into the processing of each 
warning data is a considerable undertaking and as such, NHTSA 
must be rigorous when promulgating the early warning rule. And 
obviously, this probably will take time. 

The fact is that we in Congress can enact many laws such as 
TREAD Act, designed to save motorists’ lives, yet if such laws are 
not implemented properly and enforced rigorously, our efforts 
would have been in vain. 

And finally, I request that NHTSA submit its study of the use 
and effectiveness of booster seats to the subcommittee as soon as 
possible as it was due last November. 

That study is of particular interest as the committee finds the 
booster seat issue of significant importance. 

I thank all the witnesses who are appearing today and I look for- 
ward to hearing your testimony and with that, the distinguished 
ranking member from New York, Mr. Towns. 

Mr. Towns. Thank you very much, Mr. Chairman. More than 15 
months ago in response to the Firestone ATX Wilderness tire re- 
calls, as well as the thousands of people who were killed and in- 
jured annually in highway tragedies, we came together to address 
and pass bipartisan legislation, the Transportation Recall Enhance- 
ment, Accountability, and Documentation. 

This public law was enacted with the hope of saving lives by pro- 
viding as much vehicle accident information as quickly as possible 
to regulators, increasing access to information for consumers, re- 
quiring a tire pressure monitoring system in all new vehicles, up- 
dating standards for tires, mandating child improvement seats and 
developing a dynamic rollover test. In addition, TREAD increased 
the resources available to the National Highway Traffic Safety Ad- 
ministration, as my colleague from Florida and the chairman of 
this committee indicated to highly result in flood of new informa- 
tion that will come in. 

These requirements were mandated not to make onerous new de- 
mands on industry, but rather to save lives. Unfortunately, while 
we pass this legislation with great hope, to date, 4 of the 9 statu- 
tory deadlines have not been met and the most difficult and com- 
plex rules await final action. 
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Mr. Chairman, I welcome you calling this hearing and I’m eager 
to hear from the witnesses because what we’re talking about here 
today is saving lives. And I can’t think of anything more important 
than saving lives. 

On that note, I yield back. 

Mr. Stearns. I thank my colleague. The gentleman, the chair- 
man of the Telecommunications Subcommittee who is also active 
with the TREAD Act, Mr. Upton from Michigan. 

Mr. Upton. Thank you, Mr. Chairman, and I applaud you for 
having this hearing today to look at the implementation of the 
TREAD Act. I have a full statement that I’ll put into the record, 
but I’d like to say just a couple of things at the beginning. As many 
of you know I was the principal author of the TREAD Act and as 
then chairman of the Oversight Investigation Subcommittee, our 
role was to identify problems and then to come back with legisla- 
tion to make sure that they never happen again. In the case of the 
Firestone tire mess, we saw more than a hundred deaths across the 
country that were directly attributable to those tires. And as we 
began to examine this situation we found, in fact, that we had not 
seen tire standards updated since 1968 and as a young grade 
schooler then I can remember changing tires with my dad when we 
went to winter tires from the summer tires in Michigan, things like 
radials and those types of tires were not there, steel-belted radials 
weren’t known to exist at that point. And we knew that when we 
found these enormous problems, in fact, we needed legislation to 
correct it. And that was why we saw tremendous bipartisan sup- 
port in terms of the TREAD Act. Then Chairman Tauzin of this 
subcommittee worked with us. We worked very carefully with the 
Senate, was able to pass this legislation, as I recall, without a sin- 
gle dissenting vote and it was done. And now this oversight hear- 
ing to look at the implementation of the TREAD Act and to make 
sure that, in fact, we don’t run into the same problems that we saw 
exist prior to the passage of the TREAD Act. 

So I look forward to the testimony, to the work, to make sure 
that all travelers on our highways, both drivers and passengers are 
going to be ensured of the safer travel and I look forward to hear- 
ing the testimony and asking some questions and thank you very 
much, Mr. Chairman, and others for going ahead with this hearing. 
I yield back the balance of my time. 

[The prepaed statement of Hon. Fred Upton follows:] 

Prepared Statement of Hon. Fred Upton, a Representative in Congress from 

THE State of Michigan 

During the fall of 2000, I authored the Transportation Recall Enhancement, Ac- 
countahility, and Documentation (TREAD) Act in order to get to the bottom of what 
is wrong with the faulty tires and what we need to do to fix them. Congress did 
this to ensure that no family would have to endure the same pain as those who have 
already lost family members due to these horrific accidents. Mr. Chairman I am 
very pleased that we are holding this hearing today in order to address the imple- 
mentation of the T.R.E.A.D. Act. 

I am glad to see the good work of this committee and Congress and that the 
T.R.E.A.D. Act was able to expose flaws, so that in fact we could take faulty tires 
away from people who might have had used them. I believe it is important to note 
that this law has been both effective and positive. 

As the Administration continues the rule making process I would like to give 
them my full support. I would certainly like to reiterate the prominent issue of the 
law, to ensure the safety of American consumers. In addition, I would like to take 
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this opportunity to remind them that this law needs be implemented fully, effec- 
tively, and expediently. I look forward to further hearings and will personally con- 
tinue to follow this process. 

Mr. Stearns. And I thank my colleague who again was the au- 
thor of the TREAD Act and for all the work that he did in the last 
session. 

I believe the ranking member of the full committee, Mr. Dingell 
is here and is recognized for an opening statement. 

Mr. Dingell. Mr. Chairman, first of all, I thank you for holding 
this hearing and I commend you. The questions that lie before us 
are very important. The tire safety issue that caused this com- 
mittee and the Congress to enact the TREAD Act in November 
2000 remains a real concern today. It is important that the provi- 
sions of the TREAD Act be carried out as intended by the Con- 
gress. 

I am going to observe that I am extremely discouraged, however, 
that nothing much appears to have changed in the National High- 
way Traffic Safety Administration, NHTSA, since the TREAD Act 
became law. Prior to the TREAD Act, NHTSA was awash in infor- 
mation, including information about defective Firestone tires. The 
information was filed away and not used. The NHTSA appears 
today to be awash in information. We’re not sure whether the infor- 
mation has been filed away or what has been done with it. In any 
event, not much does seem to have been done in a way which 
would contribute to safety on the highways. This is, was and will 
be a wholly unacceptable way for NHTSA to do its business and 
the committee clearly said so before at the time the TREAD Act 
was considered. I had hoped that that warning would be a measure 
which would dictate to NHTSA that they should do things dif- 
ferently and should begin a new, vigorous and intelligent approach 
to their responsibilities. 

As a result, I would note the fundamental purpose of the TREAD 
Act was to change the way NHTSA handled safety investigations. 
It is not good enough that NHTSA has only access to information 
about possible safety problems. What must happen is that NHTSA 
must actually evaluate the information it receives and see that it 
receives proper information. And it then must determine what ac- 
tion and whether action is needed. Nevertheless, the Department 
of Transportation’s Inspector General says that NHTSA continu- 
ously fails to read and react to the information it receives. Informa- 
tion unused, is of course, quite without value, quite worthless and 
either is a policy or is a law enforcement matter. 

In its report issued on January 3, 2002, the Inspector General 
had some interesting things to say and I quote, “the success of the 
TREAD Act will ultimately rise or fall on the quality and the use- 
fulness of new information system and the GDI’s” — that’s the Office 
of Defect Investigations — “ability to identify potential defects.” And 
according to the Inspector General, NHTSA’s plans for its new in- 
formation system and I here will quote from the report again to be, 
and I quote, “fully operational by fall of 2002 is at risk because of 
the poor project planning and management.” The Inspector General 
went on to say that NHTSA cannot identify safety defects in a 
timely manner because it has, and I quote again, “an unstructured 
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approach for analyzing data and determining if a potential defect 
exists and warrants further investigation.” 

So here we are, a year and a half after the TREAD Act was en- 
acted and NHTSA still has no methodology for analyzing com- 
plaints. NHTSA is on the verge of requiring thousands of motor ve- 
hicle and equipment manufacturers, both foreign and domestic, to 
provide it with all kinds of information, including every customer 
complaint and handwritten field reports. According to some, 
NHTSA will be sitting on top of the world’s largest data base out- 
side the military, and yet, NHTSA still has not set up methods and 
procedures for evaluating safety administration. 

I think we can all be disappointed at this situation. I had hoped 
that NHTSA would understand and appreciate the deep concerns 
of the committee and the Congress. I thought NHTSA was com- 
mitted to making changes that would allow it to identify and to re- 
spond to safety problems because they’re the agency that we have 
set up to address those kinds of questions. 

I look forward to hearing the Administrator explain why the 
Agency decided against developing a methodology for analyzing 
complaints. I fully appreciate that it takes money, sophisticated 
talent, a high degree of cooperation with the manufacturers to es- 
tablish a new and effective information system to evaluate the 
massive quantity of new information NHTSA will receive. In the 
TREAD Act hearings, I repeatedly asked the Agency to identify for 
us the additional resources they would need to do this job properly. 
The only response was that it could be done with minimal new 
funds. I think that that may be a little bit like the story of Cin- 
derella. In any event, an old adage is that you get what you pay 
for. It seems appropriate here. 

The Inspector General expresses concerns about NHTSA’s plans 
for a new system which will use off-the-shelf software and which 
is only going to cost $5 million over a 3-year period. I think that 
we should all share the concern expressed by the Inspector General 
and this may be another fairy tale for us and may lead us to more 
risk for the American public and more trouble for the industry be- 
cause NHTSA is not going to be able to respond to its responsibil- 
ities under the law. 

We need a system that works. We don’t need one which is cheap. 
It has to work. Without an effective data management system and 
without plans to use that effective data management system well 
and wisely, the TREAD Act simply cannot be fully implemented 
and most importantly, injuries and fatalities will continue to occur. 
And these are injuries and fatalities that NHTSA should be able 
to prevent. 

I urge NHTSA to give its new data system the attention and to 
seek the resources necessary to make it the accident prevention 
tool that Congress intended it to be. 

I look forward to what the hearings develop, but I do so, Mr. 
Chairman, without great comfort. Thank you. 

Mr. Stearns. I thank the gentleman. The gentleman from Illi- 
nois, Mr. Shimkus. 

Mr. Shimkus. Thank you, Mr. Chairman. I want to thank you for 
bringing up the child safety seat issue. Rule 14H and 141 that were 
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due in November. That was a provision that we had worked on and 
I hope we see some rapid movement on that. 

The second thing is I’ve always been somewhat concerned about 
some bias within I)OT or NHTSA with respect to motorcycle riders 
and there is a feeling out there that this new — the tire act will be 
used to promulgate rules and standards on motorcycle equipment, 
helmets and outerwear which when Congress has an intent to do 
that we will pass legislation to direct that. This is not a time to 
use the regulatory power or authority in which to manipulate Con- 
gressional intent. I was the author of the child safety seat legisla- 
tion. We specifically put it in the legislation. There was no intent 
in this legislation to address motorcycle outerwear and we will be 
following that closely. 

Third thing is there is a concern by the industry on the tire iden- 
tification number being required on both sides of the tire. There is 
some safety implications to workers in the facilities. I’m going to 
tour a facility in my District within the next week because of re- 
moving the plates, the hot and cold aspects of tires. There’s got to 
be a better way and I hope that you all look diligently to find that. 

And with that, Mr. Chairman, I yield back my time. 

Mr. Stearns. I thank the gentleman. The gentleman from Ten- 
nessee, Mr. Gordon. 

Mr. Gordon. Thank you, Mr. Chairman. Many of my concerns 
have been addressed in earlier remarks, so I will make my remarks 
part of the record and then would like to have some questions to 
this panel at a later date. 

Mr. Stearns. Okay. The gentleman also from Tennessee, Mr. 
Bryant. 

Mr. Bryant. Thank you, Mr. Chairman, and I too appreciate you 
having these hearings. Certainly the last time we had hearings 
along these lines in the TREAD Act it was certainly a period in 
which we were experiencing some defects across the country with 
our tires. 

Both Mr. Gordon and I represent, or actually he represents one 
of the Firestone plants and the headquarters is up in Tennessee 
also and I recall vividly their role in this and certainly their con- 
tribution in terms of the legislation itself and their support, there 
are some amendments of this bill, particularly with the collection 
and destruction processes involved in some of their tires that were 
affected by the recall. But I look forward to hearing from the wit- 
nesses today about this bill and how it’s worked so far. 

In enacting legislation there’s always kinks to be worked out and 
changes that need to be made during the process. I think once fully 
enacted NHTSA is going to be receiving a great deal of data and 
it’s important that a uniform and organized system be utilized to 
organize this data. 

There’s also controversy over what the standard for tire pressure 
monitoring systems should be. I look forward to hearing from our 
witnesses regarding their thoughts on the standard of alerting a 
driver of a tire pressure and possible deflation. I also understand 
that NHTSA is in the process of possibly changing the rollover re- 
sistance ratings. There are significant differences between the stat- 
ic stability factor method and the dynamic reliever test and I’d like 
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to hear about the benefits that these witnesses believe one method 
has over the other. 

I look forward to hearing from our witnesses on all of these 
issues today. 

All that said, I like many others on this committee have other 
hearings also going on at the same time, so we are forced to go in 
and out and will be in between these hearings so there may be 
times that I will be out and won’t be able to hear all of this testi- 
mony that I’m looking forward to hearing. So I will try to follow 
your written transcript of this hearing as well and I thank you, 
gentlemen, for being here today and again, I thank our Chairman 
for this very distinguished panel of witnesses today. 

Thank you. 

Mr. Stearns. I thank my colleague and we’re welcoming also Mr. 
Sawyer from Ohio who is a member of the full committee, but not 
a member of the subcommittee and he’s welcome to have an open- 
ing statement. 

Mr. Sawyer. Mr. Chairman, thank you very much for the oppor- 
tunity to participate in this way. You’re very generous with the 
time of this subcommittee. I also want to echo what we’ve heard 
from others commending you for your diligence in making sure that 
we don’t just enact bills requiring regulatory action, but that we 
continue to monitor and evaluate the law’s implementation. 

Let me also suggest that I share the concern that others have ex- 
pressed that NHTSA may be underestimating the time and cost to 
develop the data base that will be required to handle this enormous 
amount of information. It strikes me that a $5 million off-the-shelf 
system just does not seem adequate and that we run the risk of 
what we talked about in the earlier hearings of a data dump that 
undermines the value of whatever information we have. 

With regard to specific rulemakings, I have some reservations 
that we may not actually be protecting consumers. It seems to me 
that it has been lost in NHTSA’s internal debate about whether to 
use direct or indirect monitoring systems, the question of whether 
allowing motorists to ride on tires that are 25 percent under in- 
flated is itself safe. The rule, it seems to me would allow perhaps 
up to half the motorists on the rode to operate their vehicles below 
safe inflation rate. The problem is not one of immediate failure, but 
rather of cumulative damage. It’s a problem that over time would 
allow a tire to fail catastrophically. What’s more important even 
that that, however, is the fact that an accurate early warning sys- 
tem is critical because it may actually encourage drivers to drive 
for longer periods of time on under inflated tires and thereby risk 
their safety due to that cumulative damage. 

I’m not so concerned about which system is chosen, but rather 
that we recognize that the tolerances are not very great. 

Finally, just let me say that I share with others the concern that 
they’ve expressed about the tire labeling rule. The question of 
whether we are actually increasing safety in any substantial way 
by requiring the tire identification number on both sides of the 
mold is questionable. We do know, however, that that requirement 
will pose substantial safety risk to workers and/or very substantial 
cost and loss of productive time to manufacturers for a minimal 
gain in consumer awareness. The descriptions that Mr. Bryant of- 
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fered about workers climbing into 300 degree molds in order to 
change the numbers once a week seems to me is very problematic. 

With that, Mr. Chairman, I appreciate the change to be here. I 
will submit my full statement for the record and thank you for the 
opportunity to make these comments today. 

Mr. Stearns. And I thank my colleague and we also welcome the 
gentle lady from Colorado, Ms. DeGette, for her opening statement. 

Ms. Degette. Thank you, Mr. Chairman. Mr. Towns apologizes 
for having to leave, but I’m always happy to pinch hit for him and 
I want to thank you, Mr. Chairman, for holding this hearing. I 
know a lot of the issues that I cover in my opening statement have 
been covered by the panel here this morning, so let me just say 
that I’m really pleased we’re having this hearing today to talk 
about what has happened with implementation of TREAD Act. 

I’m also concerned about child restraints and I realize that we 
haven’t had a full recommendation on this, but I look forward to 
that recommendation in November. As the mother of two young 
children who are now getting older, I know how important child re- 
straints are and I look forward to hearing these recommendations. 

With that, Mr. Chairman, I’ll submit the rest of my opening 
statement for the record and I’m eager to hear the witnesses today. 

[The prepared statement of Hon. Diana DeGette follows:] 

Prepared Statement of Hon. Diana DeGette, a Representative in Congress 
FROM THE State of Colorado 

I want to thank you Mr. Chairman for holding this hearing, and I want to thank 
our witnesses for being here today. I recognize that the National Highway Traffic 
Safety Administration (NHTSA) has worked under considerable time pressure and 
appreciate their expedited review of these critical issues. 

This is an excellent opportunity to determine what has been achieved since Con- 
gress passed the TREAD, or Transportation Recall Enhancement, Accountability 
and Documentation, Act. The most important duty of this subcommittee is to ensure 
consumer protection. I am therefore glad to hear of NHTSA’s progress in addressing 
the automobile safety concerns that were first raised following the Firestone ATX 
and Wilderness tire recalls. This is also the time to determine what challenges re- 
main in the implementation of the TREAD Act. 

Early detection of dangerous patterns of tire and automobile defects can save 
lives. With this in mind, the TREAD Act has introduced provisions that will require 
vehicle and equipment manufacturers to report information regarding warranty ad- 
justments, injuries and fatalities to NHTSA. By any account, these new reporting 
requirements will result in an enormous amount of information. It is believed that 
NHTSA’s database will be the largest database in the world. In the world. How will 
NHTSA manage this information? What plans are in place to ensure that the data 
is thoroughly analyzed? This early warning provision is at the heart of the TREAD 
Act, so it is vitally important that NHTSA have in place information systems to 
handle this gigantic influx of information. 

We will also discuss the recommendations for tire pressure monitoring systems. 
Underinflated tires present a significant hazard. NHTSA was charged with exam- 
ining the two types of systems for monitoring tire pressure currently available: indi- 
rect and direct. Which system is ultimately chosen will significantly impact the auto 
industry, as well as consumers. 

Obviously an issue that is of great concern to all of us here is child restraints. 
I realize that you have not issued your full recommendations on this, but I look for- 
ward to your report, which is due this November. 

And finally, there is the question of how to best test and predict vehicle rollover 
resistance. NHTSA was instructed to develop a dynamic test of vehicle rollover, 
again by this November. The National Academy of Sciences’ recent recommenda- 
tions support this development to supplement the current testing NHTSA performs. 
I know that there are substantial hurdles to actualizing this test and I anticipate 
hearing about the challenges and suggestions for overcoming them. 

Again, I look forward to hearing from all of our witnesses and I welcome the 
healthy debate that will ensue. 
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Mr. Stearns. By unanimous consent, so ordered. 

[Additional statement submitted for the record follows:] 

Prepared Statement of Hon. W. J. “Billy” Tauzin, Chairman, Committee on 

Commerce 

Thank you, Mr. Chairman for calling this important hearing today. I would like 
to begin by welcoming the NHTSA Administrator, Dr. Jeffrey Runge, to our Com- 
mittee. This is your first time testifying before us, and I find it quite fitting that 
your testimony here today is on the implementation of such a significant piece of 
safety legislation — the TREAD Act. 

The Transportation Recall Enhancement, Accountability, and Documentation Act, 
or “TREAD” Act, was one of the most important pieces of legislation this Committee 
produced in the 106th Congress. The Act revolutionized how NHTSA will collect, 
analyze and assimilate data and established new safety standards that will improve 
protection of the driving public. 

As we evaluate the agency’s compliance with TREAD, we cannot forget why we 
are here, and what spawned this legislation. Our hearings in the 106th Congress 
confirmed that Firestone tires were de-treading at unusually high rates, causing 
rollovers that injured, and in many cases killed, the vehicle’s occupants. Because of 
this safety defect, more than 13 million Firestone tires were recalled at a cost of 
nearly $3 billion — and more than 200 people needlessly lost their lives. 

During our Firestone hearings, we learned a couple of things. First, it was clear 
that the data available to NHTSA regarding Firestone’s tread-separation problems 
were woefully insufficient. Although testimony showed that the agency had received 
complaints about the tires, both from consumers and from an insurance company, 
it did not receive data about Ford’s foreign recall actions or the internal company 
claims data related to these accidents. 

Second, it was clear that NHTSA did not effectively use the data it did have to 
spot tire-failure trends. Indeed, NHTSA admitted that it needed to review and re- 
vise its own policies for evaluating its data. In response to these problems, we 
passed the TREAD Act to prevent this kind of disaster from happening again. 

So, how is NHTSA doing? As can be expected, it is doing well in some areas, and 
could improve in others. One rulemaking that has received significant attention is 
the tire-pressure monitoring rule. As part of the TREAD Act, we required that 
NHTSA draft a regulation that would require manufacturers to install tire pressure 
monitoring systems, which that tell a driver when a tire is significantly under in- 
flated. 

As NHTSA will tell us today, there are two different systems on the market that 
can do this: direct and indirect. NHTSA’s draft final rule required the use of a direct 
monitoring system, after a four-year phase-in period. While more expensive than an 
indirect monitoring system, the direct system offers significant benefits. Namely, it 
will alert a driver when all four tires have become under inflated at the same rate, 
or when two tires on the same axel have become under inflated at the same rate. 
The indirect system, at this point, does not, and cannot, detect these kind of under- 
inflation situations. 

According to NHTSA, there may be reason for concern about this: 2.8% of cars, 
and nearly 4% of light trucks had all four tires under-inflated by at least 25% of 
the recommended tire pressure. Now that doesn’t sound like a lot of vehicles, but 
it totals approximately seven million vehicles. That’s more than the number of people 
who live in entire state of Louisiana! 

Allowing the use of an indirect tire pressure monitoring system would leave these 
7 million vehicles without any tire pressure warning, which is simply unacceptable 
and not consistent with the TREAD Act. 

The TREAD Act required this rule to be completed on November 1, 2001. NHTSA 
sent a draft final rule to 0MB in December, but in February, 0MB sent the draft 
rule back to NHTSA with some concerns indicating that perhaps 0MB preferred the 
indirect to the direct monitoring system. But safety has to be the number one con- 
cern at NHTSA, and certainly when we passed the TREAD Act, the safety of the 
driving public was our primary goal. Protecting some cars, but not others, was not 
what we intended when we drafted the tire pressure monitoring rule. 

I understand that 0MB and NHTSA may be on the verge of reaching an agree- 
ment on the language of this rule. And I am glad this rule is close to seeing the 
light of day. I do continue to have concerns, however: 0MB is not an agency with 
vehicle safety expertise. So I hope that it will be cautious when it decides to wade 
into vehicle safety debates. 

Again, I welcome our witnesses and I look forward to hearing about the imple- 
mentation of this very important Act. Thank you, Mr. Chairman. 
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Mr. Stearns. Now we look forward to hearing from the testi- 
mony of our witness list. Dr. Jeffrey Runge, Administrator of Na- 
tional Highway Traffic Safety Administration, Department of 
Transportation. Welcome. The Honorable John D. Graham, Admin- 
istrator, Office of Information and Regulatory Affairs, Office of 
Management and Budget. I welcome you. And the Honorable Ken- 
neth Mead, Inspector General, Department of Transportation, Of- 
fice of Inspector General. Mr. Mead, we will welcome you. 

Mr. Runge, we’ll start with you for your opening statement. 

STATEMENTS OF HON. JEFFREY W. RUNGE, ADMINISTRATOR, 
NATIONAL HIGHWAY TRAFFIC SAFETY ADMINISTRATION, 
U.S. DEPARTMENT OF TRANSPORTATION; HON. JOHN D. 
GRAHAM, ADMINISTRATOR, OFFICE OF INFORMATION AND 
REGULATORY AFFAIRS, OFFICE OF MANAGEMENT AND 
BUDGET; AND HON. KENNETH M. MEAD, INSPECTOR GEN- 
ERAL, U.S. DEPARTMENT OF TRANSPORTATION, OFFICE OF 
INSPECTOR GENERAL 

Mr. Runge. Thank you, Mr. Chairman and members of the sub- 
committee. I am Jeff Runge, the new Administrator of National 
Highway Traffic Safety Administration. I welcome the opportunity 
to report on where we are with implementation of the TREAD Act. 

The TREAD Act, as you know, challenged NHTSA to do a lot of 
work. It required us to complete 15 separate rulemaking actions, 
3 reports, 2 studies and 1 strategic plan. Many of those actions had 
tight deadlines, some as short as 30 days, but even so we are well 
on our way to accomplishing all the TREAD Act requirements. 

First I want to report on the actions we have taken under the 
TREAD Act to improve our defects program and then I’ll report on 
actions taken to improve our safety standards and regulations. 

Within the defects program, the key TREAD Act provision gives 
us the authority to establish an Early Warning Reporting System. 
When the rule is final, motor vehicle and equipment manufacturers 
will be required to report a wide variety of information and rel- 
evant documents to us periodically. 

In January 2001, we began gathering information about early 
warning with an advance notice of proposed rulemaking. We re- 
ceived numerous comments from many constituencies that needed 
to be considered and many were integrated into a notice of pro- 
posed rulemaking in December 2001. The NPRM proposed requir- 
ing all manufacturers of motor vehicles and equipment to submit 
information on the claims and notices they receive about deaths 
and injuries allegedly caused by defects in their products. Manufac- 
turers of 500 or more vehicles annually and all child restraint and 
tire manufacturers would have to submit information about inju- 
ries and statistical data about consumer complaints, warranty 
claims, property damage claims and field reports. The NPRM’s 
comment period closed just 3 weeks ago on February 4. We were 
complimented on our responsiveness to the early comments and ex- 
pect to issue the final rule by the June 30, 2002 deadline. 

The TREAD Act also requires manufacturers to notify us about 
safety recalls and similar campaigns in foreign countries. In Octo- 
ber 2001, we issued the NPRM and the comment period ended in 
December. The TREAD Act set no deadline for this rule, but for 
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simplicity we plan to issue it at the same time as the early warning 
rule in June. 

We’re also working hard to restructure the process we use for de- 
fects investigation. The TREAD Act has enabled us to hire addi- 
tional investigators, to double the number of screeners and to es- 
tablish a single point of contact for much outside reporting. 

One of Congress’ primary concerns has been the Office of Defects 
Investigation’s information, storage and management system. 
Through provisions of the TREAD Act, we are developing a new 
state-of-the-art data warehouse to process early warning informa- 
tion and to better manage ODFs data. 

We have worked intensively thus far with the Volpe National 
Transportation Systems Center to ensure that this system will ad- 
dress our needs and we expect to have it online, on schedule and 
under budget by the end of this year. Throughout the past year, 
we have been in frequent contact with the DOT’s Office of Inspec- 
tor General, Ken Mead, regarding these issues. 

Senator McCain asked the IG to analyze our investigation proc- 
esses and to evaluate their effectiveness in identifying vehicle safe- 
ty problems. We also looked to the IG to provide a review of the 
defects investigation process called for by the TREAD Act. After 
the IG’s report was released in January, we reported on these mat- 
ters to this committee and to the Senate committee on January 31. 
In brief, we concur with all of the recommendations in the IG’s re- 
port. We have already implemented many of the recommendations, 
including the creation of a panel to formalize the review of the 
issues our screeners have identified as possible safety defects. 
We’ve also hired a contractor in response to the IG’s recommenda- 
tion for independent review of the development of the new data 
management system to augment our internal control processes. 

On the tire issue, the TREAD Act directs us to conduct several 
actions to improve the safety of tires. Our NPRM to require a 
warning system to indicate when a tire is significantly under in- 
flated was published on July 26 , 2001. The NPRM drew extensive 
comments and we’ve sought to resolve the issues raised by the com- 
ments. We sent the final rule to 0MB on December 18, 2001, and 
on Eebruary 12, 0MB returned the rule for reconsideration, based 
on some concerns it had identified. We’ve been working together on 
agreement with 0MB and expect to have that completed within a 
few days. 

On the issue of tire endurance and resistance, we submitted an 
NPRM on performance improvements to 0MB on December 17. 
0MB cleared the NPRM yesterday and it is up and available on 
the NHTSA website this morning. 

On tire labeling, we issued the NPRM in December 2001 and the 
comment period closed on Eebruary 19. There were comments that 
noted worker safety hazards and we are evaluating those com- 
ments. In fact, I have plans to visit a tire plant myself, actually 
three tire plants in April. We expect to meet the June 1, 2002 
deadline as well for this rulemaking. 

The TREAD Act also requires us to take two other important 
regulatory actions concerning vehicle rollover and child restraints 
and Mr. Chairman, I see my light is red, so I have them in my 
written comments or I can continue, if you like. 
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Mr. Stearns. Well, is it possible you can just summarize a little 
bit? I’ll give you 30 to 40 seconds. 

Mr. Runge. Thanks. On rollover, the TREAD Act directs us to 
develop a dynamic test by November 1 of this year and to conduct 
rulemaking to determine the best way to inform the public about 
our test results. Our request for comments, issued last July 3, de- 
scribed a number of driving maneuver tests from which we expect 
to select a test to compare the rollover resistance of motor vehicles. 
We expect to issue a second notice this spring describing our ten- 
tative choice of a test procedure. After considering the comments 
on this notice, we will issue a final notice in October 2002. That 
notice will describe the final test procedure along with an initial 
set of ratings on rollover resistance. 

With respect to child restraints, TREAD Act directs us to con- 
sider many performance elements and testing requirements. We 
sent an NPRM on child safety performance to 0MB for review and 
we will be reporting to Congress about some elements for which in- 
sufficient data exists. We expect to issue a final rule by November 
1 of this year. 

On the matter of labeling, our NPRM for labeling improvements 
was issued on October 29 and we expect to issue the final rule 
again by TREAD’s November 1, 2002 deadline. 

On the rating system to help purchasers compare restraint sys- 
tems, we examined the rating systems developed by other countries 
and some organizations and we conducted our own performance 
testing. The request for comments was issued on October 29 and 
we expect to have this implemented by the November 2002 dead- 
line. 

Mr. Chairman, that concludes my oral testimony. You have my 
written testimony for the record. 

[The prepared statement of Hon. Jeffrey W. Runge follows:] 

Prepared Statement of Hon. Jeffrey W. Runge, Administrator, National 
Highway Traffic Safety Administration 

Mr. Chairman, Members of the Subcommittee, thank you for the opportunity to 
speak about the National Highway Traffic Safety Administration’s (NHTSA) imple- 
mentation of the Transportation Recall Enhancement, Accountability, and Docu- 
mentation (TREAD) Act. 

The TREAD Act was enacted on November 1, 2000, as a direct consequence of 
hearings before the Committee on Energy and Commerce on the safety of Firestone 
tires and related matters. In the course of the hearings, the Committee determined 
that NHTSA could have detected the problems with the tires sooner if it had ob- 
tained reports about the tires’ problems in a timelier manner. 

The TREAD Act therefore contains provisions requiring vehicle and equipment 
manufacturers to report periodically to NHTSA on a wide variety of information 
that could indicate the existence of a potential safety defect and to advise NHTSA 
of foreign safety recalls and other safety campaigns. The Act increases civil pen- 
alties for violations of the vehicle safety law and provides criminal penalties for mis- 
leading the Secretary about safety defects that have caused death or injury. It au- 
thorizes the Secretary to require a manufacturer to accelerate its program for rem- 
edying a defect or noncompliance if there is a risk of serious injury or death, and 
requires that manufacturers must have a plan for reimbursing owners who incur 
the cost of a remedy before being notified by the manufacturer. It also prohibits the 
sale of motor vehicle equipment, including a tire, for installation on a motor vehicle 
if the equipment is the subject of a defect or noncompliance recall. In a remedy pro- 
gram involving tires, the manufacturer must include a plan that prevents replaced 
tires from being resold for use on motor vehicles. The Act also directs the Secretary 
to undertake a comprehensive review of the way in which NHTSA determines 
whether to open a defect or noncompliance investigation. 
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In addition, the TREAD Act directs the Secretary to conduct rulemaking actions 
to revise and update the Federal motor vehicle safety standards for tires, to improve 
labeling on tires, and to require a system in new motor vehicles that warns the op- 
erator when a tire is significantly underinflated. The Act also directs the Secretary 
to develop a dynamic rollover test for motor vehicles, to carry out a program of dy- 
namic rollover tests, and to disseminate the results to the public. 

An extensive provision on child restraints requires that the Secretary undertake 
a comprehensive review of the safety of child restraints, upgrade the safety stand- 
ard for child restraints where appropriate, establish a rating system for child re- 
straints, study the effectiveness of automobile booster seats for children, and estab- 
lish a plan for saving lives and reducing injuries through the use of booster seats. 

As this brief summary makes clear, the TREAD Act challenged us to do a lot of 
work. It requires us to complete 15 separate rulemaking actions, three reports, two 
studies, and one strategic plan. Many of the required actions had tight deadlines, 
some as short as 30 days. Some of these actions had not been on our agenda before 
the TREAD Act, so we had to accomplish the TREAD actions without compromising 
our work on other priority actions. 

Thanks to the additional resources the TREAD Act gave us, we are well on our 
way to accomplishing all of the goals of the Act’s requirements. Eirst, I will report 
on the actions we are taking that relate to the defects investigation program, and 
then on our actions to amend and adopt safety standards and regulations. 

Defects Investigation 

On our actions to improve safety defect investigations, we have met all the rule- 
making deadlines in the TREAD Act and are in the final stages of implementing 
other provisions that do not contain such deadlines. 

Within the defects program, the key TREAD Act provision gives us the authority 
to issue a final rule that establishes an Early Warning Reporting System. When this 
rule is final, motor vehicle and motor vehicle equipment manufacturers would be re- 
quired to report a wide variety of information and to submit relevant documents to 
us periodically. In the past, our decisions on whether to open defect investigations 
have primarily been based on complaints we receive from consumers. Our efforts to 
identify potential defects in a timely manner have been hampered by an inability 
to obtain relevant information in the possession of the manufacturers. Experience 
has shown that manufacturers often obtain information suggesting the existence of 
a safety-related problem months, and sometimes years, before consumer complaints 
to NHTSA indicate a potential problem. 

In January 2001, we issued an advance notice of proposed rulemaking to begin 
implementing the early warning requirement. We followed this with a notice of pro- 
posed rulemaking (NPRM) in December 2001. The comment period for the NPRM 
closed on Eebruary 4, 2002. We are currently reviewing the over 50 comments re- 
ceived on the NPRM. We fully expect to issue our final rule by the June 30, 2002 
deadline. 

We have proposed to require all manufacturers of motor vehicles and motor vehi- 
cle equipment to submit information about claims and notices they receive about 
deaths and injuries that are allegedly due to defects in their products. Manufactur- 
ers of 500 or more vehicles annually and all child restraint and tire manufacturers 
would also have to submit, with minor exceptions, statistical data about consumer 
complaints, warranty claims, property damage claims, and field reports. We believe 
that these submissions will help us identify potential safety defects in a timely man- 
ner, without unduly burdening the manufacturers. 

The TREAD Act requires manufacturers to notify the Secretary of safety recalls 
and similar campaigns in foreign countries. In October 2001, we issued a NPRM 
prescribing the contents of the notifications. The comment period on the NPRM 
ended in December 2001, and we are currently reviewing the 20 comments received 
on the NPRM. We have also issued final rules to implement the civil and criminal 
penalty provisions and NPRMs to implement the other defect-related provisions 
noted earlier. On all these matters, we expect to issue final rules within the next 
few months. 

As we develop the early warning reporting requirements, we also are working 
hard to restructure the process we use for defects investigation. The TREAD Act has 
enabled us to hire additional investigators, doubled the numbers of screeners, and 
established a single point of contact for outside reporting. All of this information will 
be entered into the Office of Defects Investigation (ODD database, where all screen- 
ers and investigators will have access to it. 

To improve GDI’s outdated information storage and management system and to 
handle the large volume of information that will be submitted under the early warn- 
ing rule, we have contracted with the Volpe National Transportation Systems Cen- 
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ter (Volpe) to design and implement a new state-of-the-art data warehouse. We have 
worked intensively with Volpe and its subcontractors to ensure that this system will 
address our needs, and we expect to have it on-line, on schedule and under budget, 
by the end of this year. When the new system becomes operational, we believe it 
will enable us to manage and effectively utilize the early warning reporting data. 

Throughout the past year, we have been in communication with the Department’s 
Office of the Inspector General (OIG), which was asked by Senator McCain to ana- 
lyze ODI’s investigative processes and evaluate their effectiveness in identif 3 dng ve- 
hicle safety problems. As Secretary Mineta advised the Committee on January 31, 
2002, we looked to the OIG to provide the comprehensive review of ODI’s work that 
Section 15(a) of the TREAD Act directed us to conduct. After the OIG released its 
report on January 3, 2002, we completed our reporting requirement under Section 
15 with a supplementary letter to the chairman and ranking member of the relevant 
House and Senate committees. 

The Inspector General is here this morning to share his findings with you. But 
I want to state that we have concurred in all of the recommendations in his report 
and, in fact, have already implemented many of them, including the creation of a 
panel to review the issues our screeners have evaluated as possible safety defects. 
We have also hired a contractor, in response to the OIG’s recommendation for an 
independent review of the project to develop the new data management system. 

Mr. Chairman, I believe we are implementing the TREAD Act requirements in 
a way that will significantly improve our ability to detect safety defects on a timely 
basis. 

Tire-related Regulatory Actions 

The TREAD Act directs us to conduct several actions to improve the safety of 
tires, including rulemaking to improve the endurance and resistance standards for 
tires, to improve the information labels on tires, and to require a warning system 
to indicate to drivers when a tire is significantly underinflated. 

We completed the testing and preparatory work and submitted an NPRM pro- 
posing several tire performance improvements to the Office of Management and 
Budget (0MB) on December 17, 2001. We received clearance from 0MB on February 
22, and we are now preparing the NPRM for issuance. Completing this rulemaking 
as quickly as possible is one of my highest priorities. 

NHTSA issued an NPRM on tire information labeling in December 2001. The 
comment period closed on February 19, 2002. We are reviewing the comments on 
the NPRM and expect to meet the June 1, 2002 deadline for this rulemaking. The 
improved information resulting from this rule should make it easier for consumers 
to find and understand safety information about their tires. 

The NPRM to require a warning system to indicate to vehicle operators when a 
tire is significantly underinflated was published on July 26, 2001. The NPRM drew 
extensive comments. We have sought to resolve the issues raised by the comments 
and devise a system that will meet the intent of the TREAD Act in a manner that 
best serves safety. In the belief that we had devised such a system, we sent a final 
rule to 0MB on December 18, 2001. On February 12, 2002, 0MB returned the rule 
to us for reconsideration based on concerns it had identified. When we received 
OMB’s return letter, we immediately began examining the issues it raised. Com- 
pleting this rulemaking as quickly as possible is one of my highest priorities. 

Other Regulatory Actions 

The TREAD Act also requires us to address two other aspects of motor vehicle 
safety. Section 12 of the Act requires us to develop a dynamic test of vehicle rollover 
by November 1, 2002, and to conduct rulemaking to determine how best to dissemi- 
nate test results to the public. Section 14 of the Act contains several directives relat- 
ing to the improvement of child restraint systems. 

NHTSA issued a request for comments on dynamic rollover testing on July 3, 
2001. In our notice, we described a number of driving maneuver tests from which 
we expect to select a test to used to compare the rollover resistance of motor vehi- 
cles. The notice discussed the strengths and weaknesses of the various tests, and 
explained our rationale for preferring a driving maneuver test to other types of dy- 
namic tests, such as centrifuge tests. We are now completing our review of the 
issues raised by the comments and expect to issue a second notice this spring de- 
scribing our tentative choice of a test procedure. After we consider the comments 
on this second notice, we plan to issue a final notice in the fall of 2002 describing 
the final test procedure along with an initial set of rollover resistance ratings. 

Less than two weeks ago, NHTSA received the National Academy of Sciences’ 
(NAS) report on dynamic testing for rollover resistance, as required by the DOT Ap- 
propriations Act for 2001 (P.L. 106-346). The report suggests that the agency con- 
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sider supplementing the static stability factor test for rollover consumer information 
with the results of dynamic rollover tests. The National Academy concluded that 
this broader look at rollover performance would give a more robust consumer-rating 
program. The report had other findings not related to dynamic rollover testing. We 
are currently reviewing all of the report’s findings and we will provide our formal 
response. 

Section 14 requires us to address several issues relating to child restraints, in- 
cluding improved restraint performance, better labeling, and a rating system to en- 
able purchasers to compare restraints. Each of these issues was to be addressed in 
rulemaking actions that were to begin by November 1, 2001, and conclude by No- 
vember 1, 2002. 

We issued an NPRM on October 29, 2001, proposing better and simpler labeling 
for child restraints. The changes include requirements for molding some information 
into the restraint’s shell to improve durability, for better placement of some labels, 
for a uniform font for all labels, for white labels with black text, and for color-coded 
installation information to distinguish forward-facing from rear-facing information. 
We anticipate issuing a final rule to improve labels before the November 1, 2002 
deadline. 

To develop a rating system for child restraints, we examined the existing rating 
systems that other countries and organizations have developed and conducted our 
own performance testing. In our request for comments issued on October 29, 2001, 
we stated that we had tentatively concluded that the best rating system is one that 
combines information about a restraint’s ease of use with information about its dy- 
namic performance obtained through higher-speed sled testing or in-vehicle testing 
through our existing New Car Assessment Program (NCAP). We are also consid- 
ering using both higher-speed sled tests and NCAP tests. We are reviewing the com- 
ments we received and expect to implement the rating system by the November 1, 
2002 deadline. 

To upgrade the performance requirements of the Federal motor vehicle safety 
standard on child restraints, we had to examine a standard whose requirements 
have gone through continual review and significant change in the last several years. 
In an effort to make it easier to secure child restraints properly in motor vehicles, 
we recently upgraded the standard to require uniform attachment features and re- 
quired light-duty motor vehicles to be equipped with anchorages that will accommo- 
date these features. We will propose to require some of the performance elements 
listed in Section 14 in an NPRM. However, on several of the elements, for which 
there are uncertainties about the appropriateness of rulemaking, at least at this 
time, we will issue an advance notice of proposed rulemaking requesting comments. 
Section 14 requires us to submit a report to Congress if we decide not to incorporate 
any of the listed elements in a final rule. Before we can decide what should be in- 
cluded in a final rule, we must first obtain and carefully consider comments from 
the public. 

Mr. Chairman, this concludes my overview of our actions to implement the 
TREAD Act. The Act has challenged us, but I believe that we are meeting the chal- 
lenge and that our actions will improve safety on the nation’s highways. I will be 
glad to answer any questions you may have. 

Mr. Stearns. I thank the gentleman. 

Mr. Graham. 

STATEMENT OF HON. JOHN D. GRAHAM 

Mr. Graham. Good morning, Mr. Chairman, and thank you, 
members of the committee, for the opportunity to be here. Let me 
introduce myself. I was a faculty member at the Harvard School of 
Public Health for about 17 years before joining the Bush Adminis- 
tration in the Office of Management and Budget. It turns out dur- 
ing that period I had the opportunity develop a great admiration 
of Dr. Range’s work in the field of trauma care and it was a won- 
derful surprise for me to learn that we were going to get to know 
each other a little better in a very different capacity. I look forward 
to the opportunity to work with him and we’re already making 
some significant progress. 

I’d also like to add that 0MB supports the TREAD Act and we’ve 
been working very aggressively, as Dr. Runge indicated, for prompt 
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implementation of the TREAD Act. I would also like to note that 
my role at 0MB given to me by the President is to assure that all 
significant regulations by agencies, including NHTSA, have sound 
science and economics behind them and that’s the review role that 
we play for the President. 

I would like to say a few things about the process of 0MB re- 
view. First, we cover all significant regulatory actions that are des- 
ignated as such under Executive Order 12866. We have a 90-day 
review period. I insist that my staff give a response to agencies 
within that 90-day review period. And in cases of a statutory dead- 
line, which is quite relevant in the TREAD Act situation, we en- 
gage in expedited review of agency proposals. In my written testi- 
mony to you I have provided information on the promptness with 
which 0MB has responded to NHTSA’s request for 0MB review. 
There are also cases of Court ordered deadlines and hopefully we 
won’t get to that in the case of the TREAD Act, but in those situa- 
tions we try to respond on the order of the days to help agencies 
meet the Court deadlines they face. 

The outcomes of any 0MB review are one of three possibilities. 
We clear the rule, the agency withdraws the rule, or we return the 
rule to the agency for reconsideration. 

Since I was confirmed in September, I have returned 17 rules to 
various regulators throughout the Federal Government because of 
an inadequate scientific and economic basis for the conclusions that 
they have drawn. In five of those cases thus far, the agencies have 
improved their analysis, improved the rulemaking package, resub- 
mitted it to 0MB and it has been cleared. We expect those in- 
stances will happen more in the future. 

Let me talk specifically about the tire pressure monitoring sys- 
tem rule. 0MB recognizes not only the statutory mandate, but the 
good policy sense behind the idea of a tire pressure monitoring sys- 
tem rule. So there’s no disagreement about whether there should 
be a rule. There are some technical issues that we’re working out. 

We also have an agreement for model years 2004 to 2006 that 
each vehicle that is manufactured and sold in this country should 
meet either a one-tire or a four-tire pressure monitoring standard. 

The concerns we have raised in the return letter which we 
shared with the committee and in my written testimony are what 
we should be doing for model years 2007 and beyond. Should we 
decide that now or should we gather some additional data before 
we make that decision? 

The concerns we have are as follows. First, we agree with 
NHTSA that the four-tire standard provides better tire-related 
safety than the one-tire standard. However, we assert that there is 
reason to believe that the one-tire standard may encourage more 
vehicles to be equipped with anti-lock braking systems and, while 
the evidence on the safety of anti-lock brakes is not definitive, 
there is suggestive evidence that those systems, in fact, reduce risk 
of death and injury to drivers, particularly drivers who learn how 
to use those systems properly. 

Second of all, we have concerns that the benefits analysis which 
NHTSA has done may have some unsupported assumptions and 
some questionable data that we understand NHTSA is working on 
right now. In summary, we’ve been doing a rigorous review of the 
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tire pressure monitoring system rule. We did it very promptly 
under the circumstances and as Dr. Runge noted, we are very close 
to an agreement on that particular rule. 

Thank you very much for the opportunity to be here today. 

[The prepared statement of Hon. John D. Graham follows:] 

Prepahed Statement of Hon. John D. Graham, Administrator, Office of 

Information and Regulatory Affairs, Office of Management and Budget 

Mr. Chairman, and Members of this Subcommittee, thank you for inviting me to 
this hearing. I am John D. Graham, Ph.D., Administrator of the Office of Informa- 
tion and Regulatory Affairs (OIRA) in the Office of Management and Budget. My 
testimony will (1) explain the role that 0MB plays in reviewing proposed and final 
regulations under Executive Order (E.O.) 12866, (2) describe the role we have 
played in reviewing rules issued by NHTSA pursuant to the Transportation Recall 
Enhancement, Accountability and Documentation (TREAD) Act of 2000, and (3) ex- 
plain why we recently asked NHTSA to reconsider a draft final rule on tire pressure 
monitoring systems (TPMSs). 

I am especially pleased to testify at the same hearing as my Administration col- 
league Dr. Jeffrey Runge. For years I have been an admirer of Dr. Range’s work 
in the field of trauma care and I am convinced that he will prove to be one of the 
finest Administrators that NHTSA has had in the agency’s 35-year history. I know 
how hard Dr. Runge and his staff are working to implement the ambitious provi- 
sions of the TREAD Act. 

0MB fully supports the safety goals of the TREAD Act and is working with 
NHTSA to produce the best possible regulatory actions given the resource and statu- 
tory constraints. We appreciate that NHTSA has been working under tight statutory 
deadlines and, as a result, 0MB has performed its review function in an expedited 
yet rigorous manner. 

omb’s regulatory review role 

Under E. O. 12866, 0MB reviews all significant regulatory actions to ensure con- 
sistency with the principles of good regulatory analysis and policy. For those signifi- 
cant actions that cost the economy more than $100 million per year, such as the 
tire-pressure monitoring (TPMS) rule, E.O. 12866 requires the agency to perform a 
cost-benefit analysis that is reviewed by 0MB. 

At both the proposed and final stages of a major rulemaking, 0MB is provided 
up to 90 days to review an agency’s rulemaking package, which includes the draft 
rule, the cost-benefit analysis and any other supporting materials. During the 90- 
day review period, analysts at 0MB scrutinize the agency’s work and, in some cases, 
collaborate with the agency to improve the analysis and/or the draft rule. There are 
ultimately three possible outcomes of 0MB review: (1) clearance for publication in 
the Federal Register, (2) withdrawal by the agency for further consideration, and 
(3) return by 0MB to the agency for further consideration. 

When a rule is returned to the agency, it is the practice of this Administration 
to prepare a formal return letter that is made available to the public as well as the 
agency. Since I was confirmed by the Senate in July of last year, I have signed 20 
return letters about various draft regulations. In most cases, the reason for the re- 
turn was an inadequate regulatory analysis. The public can review these letters on 
OMB’s web site at www.whitehouse.gov/omb/inforeg/return — Ietter.html. In five of 
those cases so far, the agency improved the regulatory package and resubmitted it 
to 0MB, which cleared it for publication in the Federal Register. 

Each year 0MB performs reviews of about 600 significant regulations, and about 
60-80 are at 0MB during any given month. During my tenure as OIRA Adminis- 
trator, we have treated the 90-day review period as a performance indicator except 
in unusual circumstances (e.g., when the agency requests an extension of the review 
period). Agencies have a right to expect that 0MB will perform rigorous yet timely 
reviews. The monthly number of OMB reviews that extend beyond 90 days has 
plummeted from an average of 25 in calendar year 2000 to close to zero in the last 
three months. 

When an agency is facing statutory deadlines, such as those in the TREAD Act, 
we offer the agency expedited review and rarely consume the entire 90-day review 
period. When agencies are facing a court-ordered deadline, our reviews are even 
swifter. In some cases, we work informally with the agency to make sure that a reg- 
ulatory package is in good shape before it is even formally submitted to OMB. 
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PACE OF OMB REVIEWS UNDER THE TREAD ACT 

To date, OMB has conducted three formal reviews under the TREAD Act (includ- 
ing the draft final TPMS rule) under E.O. 12866. We have also reviewed another 
eight TREAD Act rules informally. Our average review time was 47 days for the 
formal reviews and 8 days for the informal reviews. 

In the case of the TPMS rule, NHTSA submitted the draft final regulatory pack- 
age to OMB on December 17, 2001. (The statutory deadline for issuance of the final 
rule was November 1, 2001). We returned the rule to NHTSA for reconsideration 
on February 12th and have worked diligently with NHTSA since that date. 

TIRE PRESSURE MONITORING TECHNOLOGY 

The TREAD Act requires NHTSA “to require a warning system in new motor ve- 
hicles to indicate to the operator when a tire is significantly underinflated.” Cur- 
rently, there are two different ways to measure tire pressure: the direct system and 
the indirect system. 

The direct system has a battery-operated measuring device on each of the four 
tires and, as an optional feature, can provide a dashboard display of the inflation 
levels in each tire. This system is currently available only on certain high-priced 
models (e.g., the Lincoln Continental and the Lexus SC 430) and costs $66 per vehi- 
cle to install, plus a lifetime maintenance cost of $40. 

The indirect system infers tire pressure by using information from a computer in 
the car’s anti-lock braking system. The difference in rotational speeds between 
wheels is compared to infer tire pressure. For vehicles with anti-lock brakes, the in- 
direct system is inexpensive ($13 per vehicle to install with negligible maintenance 
costs). A dashboard warning light indicates whether one of the tires is under- 
inflated. The indirect system is currently installed on almost two million vehicles 
in the United States, including the Toyota Sienna and Ford Windstar. 

Given current technology, it appears that both systems could meet a “l-tire” per- 
formance standard (i.e., the ability to detect 30% underinflation in one tire) while 
only the direct system could satisfy a performance standard that requires informa- 
tion on all 4 tires simultaneously. 

THE ROLE OF ANTI-LOCK BRAKES 

From a tire-safety perspective, NHTSA has valid reasons for considering a manda- 
tory “4-tire” standard for the future. This approach would assure that consumers 
would be warned when any combination of tires (1, 2, 3 or all 4) is underinflated. 
The 1-tire standard will provide warnings when 1 tire is underinflated but will not 
necessarily detect situations when 2 or more tires are underinflated. A further 
weakness of the 1-tire standard is that consumers may misperceive that their tires 
are fine (since the warning light is off) when in fact all four of their tires are equally 
underinflated. The 4-tire standard overcomes these problems. 

The tire-safety advantages of the 4-tire rule may not be decisive because the 1- 
tire standard encourages vehicle manufacturers to install anti-lock braking systems 
in vehicles that do not currently have them. The best available evidence, though not 
definitive, suggests that anti-lock brakes reduce fatal crashes by 4 to 9%. Since 
these reductions apply to all fatal crashes, not just tire-related crashes, the safety 
benefits of more anti-lock brakes could easily outweigh the extra tire-safety benefits 
of the 4-tire rule. About one-third of new vehicles sold today — primarily less expen- 
sive vehicles — are not equipped with anti-lock brakes. OMB’s analysis indicates that 
retention of the 1-tire standard will encourage more consumer offerings of anti-lock 
brakes. 

If a vehicle manufacturer is considering adding anti-lock brakes to vehicles that 
do not currently have them, the cost to consumers of purchasing anti-lock brakes 
will be smaller under a 1-tire standard than a 4-tire standard. NHTSA has esti- 
mated that adding anti-lock brakes costs an average of $240 per vehicle. The cost 
of a direct tire-monitoring system plus anti-lock brakes would be about $306 
($240+$66). The cost of an indirect system plus antilock brakes is about $253 
($240 -h$ 13). (Note that these comparisons ignore maintenance costs). Thus, the op- 
tion of complying with an indirect system reduces the cost of adding anti-lock brakes 
by about $63 per vehicle ($306-$253), or by about 20%. The basic principles of eco- 
nomics suggest that these cost savings will induce more vehicles to be equipped with 
anti-lock brakes than would be equipped under a 4-tire standard. According to 
NHTSA, one large vehicle manufacturer intends to install anti-lock brakes in more 
vehicles if indirect TPMS are permitted. 

Many of the indirect TPMS now on the road are very crude and will need to be 
improved to meet NHTSA’s 1-tire standard. It is also likely that technological ad- 
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vances will permit indirect systems to detect moderate underinflation in 1, 2 or 3 
tires. However, a purely indirect system cannot meet the 4-tire standard because 
the system works by sensing the differences in pressures between wheels. 

0MB believes that a technology assessment should be conducted before making 
a final decision about whether the 1-tire standard should be retained or replaced 
by a 4-tire requirement. 0MB has requested that NHTSA gather the following infor- 
mation: (1) an empirical study of actual tire pressure levels in vehicles with indirect 
systems and, if feasible, other types of TPMSs, (2) a cost analysis of alternative 
TPMSs that accounts for probable economies of scale of mass production, (3) an up- 
dated analysis of the sales of anti-lock brake systems and their safety impacts, and 
(4) an assessment of technolorical progress in development of improved TPMS. The 
results of these analyses could inform the decision as to whether a new rulemaking 
should be conducted for model years 2007 and beyond. 

SHOULD ANTI-LOCK BRAKES BE REQUIRED? 

Since OMB’s analysis indicates that the safety benefits of anti-lock brakes may 
be substantial, it has been suggested that NHTSA should mandate anti-lock brakes 
in all new vehicles. This idea is worthy of consideration and would need to be ad- 
dressed in a separate rulemaking. A good time to consider this option would be two 
years from now, when the real-world database on the safety benefits of anti-lock 
brakes may be large enough to draw definitive statistical conclusions. 

Thank you for the opportunity to appear today. 

Mr. Stearns. I thank the gentleman. 

Mr. Mead, for your opening statement. 

STATEMENT OF HON. KENNETH M. MEAD 

Mr. Mead. Thank you, Mr. Chairman. I want to commend you 
on having this hearing. I think it’s important for oversight commit- 
tees to hold hearings from time to time on matters as important 
as this. In fact, the implementation of the TREAD Act require- 
ments is on our list of the top 10 management challenges facing 
the Department. We have issued our report as is noted in my pre- 
pared statement. Our testimony mirrors that report. And I would 
have to say that overall, I think NHTSA has been very responsive 
to the recommendations and findings in that report. 

I group our findings into three categories: first, completing the 
TREAD Act rulemaking. No. 2 is modifying the process that’s used 
to make decisions and whether or not to open a defect investiga- 
tion. And third is the information management system. It could 
well be that you have an excellent rule. All the manufacturers com- 
ply with that rule. And that you have volumes and volumes of 
data. You need a system that is fairly sophisticated to synthesize 
that information on something approaching a real time basis. 

Eirst, I’d like to cover the TREAD Act rulemakings. I think the 
early warning system rule is certainly one of the centerpieces of 
that legislation. NHTSA has stayed on track in issuing the notices 
of proposed rulemakings. That’s quite different though from actu- 
ally issuing the final rule. And in the case of the TREAD Act, the 
first three statutory due dates were missed by about 6 months. One 
that’s now pending is the tire pressure monitoring rule, I think it 
was due out on November 1. 

I ought to say that we did a review, a separate review a couple 
of years ago of the rulemaking process at DOT. We found that only 
about 10 percent of the statutory due dates for issuing regulations 
were met. The average cradle-to-grave time for a rule was about 4 
years, 3.8 to be precise. Secretary Mineta is strongly committed to 
changing that process and certainly the TREAD Act offers a good 
test tube environment for doing that. 



21 


No doubt about it, Mr. Chairman, the heavy lifting on the rule- 
making lies ahead. NHTSA has issued the notice of proposed rule- 
making on the early warning system, and the due date for that is 
this summer. There are 12 final rulemakings required and six have 
statutory deadlines. 

I believe the tire pressure monitoring rule shows the importance 
not only of meeting time lines, but ensuring the quality and sub- 
stance of the rule. What’s going on right now are discussions about 
the quality and substance of the rule and how best to resolve those 
issues. On the early warning rule, I expect that too will be con- 
troversial. The Alliance of Automobile Manufacturers has already 
weighed in on that and has expressed some reservations about how 
quickly it can be done and the resources required to implement the 
early warning requirement. 

I’d like to move to a recommendation we had in our report on a 
peer review panel process. We found that one was needed to ensure 
consistency when opening investigations. What we saw at NHTSA 
is that if a complaint comes in it gets assigned to a screener and 
essentially that screener and one other person make the decision 
as to whether or not to open an investigation. Without going into 
details of individual cases, we found a number of instances where 
NHTSA really couldn’t explain why they made a decision to open 
an investigation or not open an investigation. It’s an incredibly 
subjective process to begin with. So we recommended that they cre- 
ate a panel of senior NHTSA people so they all come together, and 
make decisions as to whether or not an investigation should be 
opened. 

Since we issued our report, 38 cases have appeared before this 
panel and in 34 of them NHTSA opened an investigation. We think 
a couple of steps still need to be taken. One is that if a screener 
decides that he or she will not recommend a potential defect for in- 
vestigation, it falls into a hole and will not go before the panel. We 
think it should go before the panel at a certain point in time. We 
also think the panel, particularly on a negative decision, in other 
words, no recommendation that an investigation not go forward, 
ought to document its decision. So we have a trail to go back to and 
it’s archived appropriately. 

Finally, I’d like to say a word about the defect information man- 
agement system which several of the members have alluded to. The 
TREAD Act will rise or fall on how good a system that is. Two fac- 
tors currently hamper NHTSA’s ability to successfully implement 
a new defect information management system. The first is the 
quality of data in the current defect data base. I think you probably 
know from your deliberations in passing the TREAD Act, that the 
ratio of complaints that a manufacturer gets to those that con- 
sumers notify NHTSA in about is extraordinarily disparate. In fact, 
in one case we found during our audit that the manufacturer re- 
ceived over 1400 complaints about a potential defect and when you 
look at the data base, there’s 32 consumer complaints in there. 

We also found instances where the data base contains inaccurate 
and incomplete data. The specific example had to do with com- 
plaints that came in about accidents where brakes failed and the 
air bag didn’t deploy. Well, if it’s not properly coded what shows 
up in the data base is failed air bags, and nothing about the 
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brakes. Or it could also be the converse. That’s an illustration of 
the things that the new information management system will have 
to correct. 

The second factor is the risks associated with developing a data 
base of this type. This is going to have to be a sophisticated data 
base. We found that the project is in danger of not meeting its 
timeframes and quality goals within budget. Actually, I’m not sure 
that a data base of this type can be done within the budget that 
NHTSA has estimated. 

We audit the entire Department of Transportation and we see 
software intensive systems under development throughout the De- 
partment. You’re probably familiar with some the FAA has under- 
taken and the track record there has not always been something 
to write home about. Software-intensive systems typically have 
overruns, both in schedule and budget. That’s why we rec- 
ommended here that NHTSA bring in an outside third party inde- 
pendent of the contractor to validate and verify the systems con- 
tractor’s progress. NHTSA has said that they will do that and we’re 
going to monitor the scope of the contract to make sure that that 
gets done properly. 

Thank you. 

[The prepared statement of Hon. Kenneth M. Mead follows:] 

Prepared Statement of Hon. Kenneth M. Mead, Inspector General, U.S. 

Department of Transportation 

Mr. Chairman and Members of the Subcommittee: We appreciate the opportunity 
to discuss the implementation of the Transportation Recall Enhancement, Account- 
ability, and Documentation (TREAD) Act. We have identified the implementation of 
the TREAD Act as one of the 10 most important management challenges faced by 
the Department. Also, on January 3, 2002, we issued a report on the National High- 
way Traffic Safety Administration’s (NHTSA) implementation of the TREAD Act. 

Our report included several recommendations to ensure the timely completion of 
the Act’s requirements and to improve the operations of NHTSA. Specifically, the 
recommendations focused on adhering to rulemaking deadlines, improving the proc- 
ess for identifying potential defects and opening investigations, improving the quan- 
tity and quality of data on potential defects, and mitigating the risks associated 
with developing a new defect information system. 

In October 2000, Congress passed the TREAD Act to establish, in part, early 
warning reporting requirements for manufacturers so NHTSA is aware of potential 
defects as soon as possible. In its September 2000 hearings. Congress questioned 
why NHTSA, Eirestone and Ford did not act sooner to prevent the 103 deaths and 
over 400 injuries associated with the defective tires. These numbers have since in- 
creased to over 200 deaths and 800 injuries. Congress found the following: (1) 
NHTSA had insufficient data regarding the problems with Firestone tires, and (2) 
NHTSA did not use data it already had to spot trends related to tire failures. 

Since the Act was passed, NHTSA has made progress toward completing the 
TREAD Act requirements, but more work remains to achieve the goals of the Act. 

• First, completing the TREAD Act rulemakings, most importantly the 
early warning reporting requirements rule, in a timely and comprehensive 
manner. NHTSA has already completed three final rulemakings including the rule 
requiring individuals to report to NHTSA the sale or lease of defective tires. NHTSA 
has been on track in issuing 9 notices of proposed rulemakings; but it still needs 
to complete 12 final rulemakings including 6 with statutory deadlines. One of the 
final rules, the tire pressure warning device rule, was due on November 1, 2001. 
However, the rule has yet to be issued. We understand that NHTSA and 0MB are 
very close to resolving the issues associated with the proposed final rule. 

Several other rules are also complex and controversial, and have statutory dead- 
lines for completion on or before November 1, 2002. These rules include establishing 
early warning reporting requirements for vehicle and equipment manufacturers; up- 
dating the tire standards; and improving child safety restraints. The rules will be 
controversial because there are differing views among the affected parties and inter- 
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est groups on the substance of NHTSA’s proposals. The status of the TREAD Act 
rulemakings and other actions are presented in Exhibits A, B, and C. 

We noted that factors such as differing views on the substance of a proposed rule, 
requirements for cost/benefit analysis, and the need to have other entities, such as 
the Department and the Office of Management and Budget (0MB), review a pro- 
posed rule, influenced the time required to issue a rule. Further, in our July 2000 
report on the Department’s rulemaking process, we noted that the Department met 
only 10 percent of statutory deadlines and missed the statutory deadlines by an av- 
erage of 3.8 years. However, Secretary Mineta has made the timely completion of 
rules a departmentwide priority. 

Issuing the early warning final rule by June 30, 2002, will be a significant chal- 
lenge for NHTSA. Significant disagreements are likely between NHTSA and auto- 
mobile manufacturers over the scope and parameters of the reporting requirements 
in the proposed rule. Late last year, NHTSA issued its notice of proposed rule- 
making specifying the early warning data that manufacturers will be required to 
report. As proposed, the rule requires manufacturers to report data quarterly start- 
ing in April 2003. The data include deaths, injuries, property damage claims, war- 
ranty claims, field reports, and consumer complaints related to potential defects in 
various systems or components, such as electrical systems and air bags. Also, by 
April 2003, manufacturers will be required to submit, on a one-time basis, 3 years 
of historical early warning data. 

In commenting on the proposed rule, the Alliance of Automobile Manufacturers, 
an association of 13 domestic and foreign automobile manufacturers, stated that 
NHTSA “has substantially underestimated the burden imposed by the proposed 
rules, and the resources in terms of staff time, the cash outlays and the efforts that 
will be required to develop systems that can reliably generate the reports proposed 
in the Notice of Proposed Rulemaking.” Further, the Alliance stated that “NHTSA 
also underestimated the lead time that will be needed to prepare the new systems 
before the automatic reports can begin.” 

A current example illustrating how differing views between interested parties 
over the substance of a proposed rule can contribute to delays in the time required 
to issue final rules is the draft tire pressure warning device final rule. On February 
12, 2002, 0MB returned the draft final rule to the Department for reconsideration. 
NHTSA’s draft rule proposed a standard under which all new vehicles would require 
a tire pressure monitoring system. NHTSA proposed a phase-in period lasting until 
2006 which generally allows for the use of a direct system or an indirect system. 
A direct tire pressure monitoring system has a tire pressure sensor in each tire. The 
sensors transmit pressure information to a receiver. According to NHTSA officials, 
a direct tire system would alert a driver when a tire or any combination of tires 
is underinflated. 

In contrast, an indirect system does not actually measure tire pressure. Instead 
it relies on the wheel speed sensors in an antilock braking system to detect and 
compare differences in the rotational speed of a vehicle’s wheels. Underinflated tires 
have smaller diameters and thus rotate faster. The indirect system relies on the 
anti-lock brake system which uses existing technology and is less costly than the 
direct system. However, according to NHTSA officials current indirect systems can- 
not detect when two tires on the same axle or two tires on the same side are equally 
underinflated. 

After the conclusion of the phase-in period in 2006, NHTSA’s approach would re- 
quire a system that alerts the driver when the pressure in 1 to 4 tires is 25 percent 
below the recommended level. According to NHTSA officials, current indirect sys- 
tems can only alert the driver when the tire pressure has fallen to 30 percent or 
more below the recommended level. To meet the standard proposed by NHTSA 
would require vehicle manufacturers to install a direct tire pressure monitoring sys- 
tem. 

0MB requested that NTHSA provide a stronger analysis of the safety issues and 
benefits, including a formal analysis of a regulatory alternative that would permit 
indirect systems after the phase-in period. 0MB stated that NHTSA could analyze 
an option that would defer a decision about the ultimate fate of indirect systems 
until the potential impact on installation of anti-lock brake systems is better under- 
stood. We understand that NHTSA and 0MB are very close to resolving issues asso- 
ciated with the proposed final rule. 

In January 2002, we recommended that NHTSA begin reporting to Congress on 
a routine basis the milestone dates, budget estimates, and actions required to com- 
plete the TREAD Act rules. In December 2001, NHTSA provided Congress with a 
TREAD Act follow-up report, as required by the Act. NHTSA told us that they will 
provide additional reports when specifically requested by Congress. Given the heavy 
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lifting that lies ahead for the TREAD Act rulemakings, NHTSA should begin report- 
ing on a routine basis, the status of its rulemakings to Congress. 

• Second, a peer review panel process is needed to ensure consistency 
when opening investigations. NHTSA agreed with our recommendation and has 
already begun using a peer review panel. We consider this a very positive step. The 
principal reason we recommended NHTSA establish a peer review panel and process 
is because we found instances where NHTSA did not open an investigation although 
the number of complaints, period of time, alleged defect, and potential consequences 
were similar to investigations that were previously opened. Further, the decision to 
open or not open an investigation was made by one or two persons, the basis for 
their decision was not readily apparent, and there was no documentation to support 
the decision. For example, 

Over a 4-month period, NHTSA received six complaints alleging airbags failed 
to deploy in a 1998 sedan after a frontal crash. All of the complaints noted inju- 
ries and one complaint stated the driver was seriously injured. An investigation 
was not opened, despite a recommendation by the defects analysis staff. Within 
1 year the number of complaints quadrupled from 6 to 24 complaints, but 
NHTSA still did not open an investigation. 

In another example, NHTSA received three complaints over a 4-month period 
alleging front suspension torsion bar breakage in 1993-1994 minivans. This al- 
leged defect could cause the driver to lose control of the vehicle and increase 
the risk of a crash. Although the defects analysis staff recommended an inves- 
tigation; one was not opened. In contrast, NHTSA opened an investigation of 
three complaints received over a 1-year period alleging front suspension coil 
spring breakage in a different vehicle that could pose a potential compromise 
to the driver’s ability to control the vehicle. 

To ensure consistency and transparency in NHTSA’s processes, we recommended 
the use of a peer review panel to discuss potential defects as a group, make deci- 
sions as to whether or not an investigation should be opened, and to document the 
decision. We recommended that the panel consist of the Chiefs of the Defects Anal- 
ysis and Investigation Divisions, as well as defects analysis and investigative staff. 

NHTSA agreed to implement this recommendation and we consider this a very 
positive step. We recognize that it is not possible to define criteria that will identify 
every potential defect. But a panel of experts drawing on the institutional knowl- 
edge of the staff and bringing management together to identify cases for investiga- 
tion will ensure consistency in NHTSA’s decision making process. 

Since November 2001, NHTSA has held six peer review panel meetings. According 
to NHTSA officials, the use of the panels has increased the percent of investigations 
opened. Of the 38 cases of potential defects considered for investigation, the peer 
review panel approved the opening of 34 investigations. 

Establishing a peer review panel is a significant step forward; however, it is not 
an end state. In addition to the steps already taken we recommend the NHTSA Ad- 
ministrator should ensure that (1) protocols for the panel process are written, (2) 
decisions are documented, and (3) the panel receives and reviews information when 
the defects analysis staff determine that an investigation should not be opened. 

• Third, developing a new defect information management system to re- 
place the currently flawed system. This is important because the success of the 
TREAD Act will ultimately rise or fall on the quality and usefulness of the early 
warning data and the capacity of the new system to process the high volume of data. 
Two factors currently hamper NHTSA’s ability to successfully implement a new de- 
fect information system: (1) the quality of the data in the current defect database 
and (2) the risks associated with NHTSA’s systems development efforts. 

We reported that NHTSA’s existing defect database, the primary tool it uses to 
identify potential safety -related defects in vehicles and equipment, significantly un- 
derstates the number of potential safety defects. For example, NHTSA’s database con- 
tains substantially less complaints than consumers make to manufacturers. In one 
case, we found that the manufacturer received 1,411 complaints regarding trans- 
mission failures resulting in the loss of fluid and increasing the risk of fire, while 
NHTSA received 32 complaints. 

Further, the defect database contains incomplete and incorrectly recorded infor- 
mation regarding potential defects. For example, we found complaints in which con- 
sumers described problems with failed brakes that led to accidents where the air- 
bags did not deploy. However, only the airbags and not the brakes were recorded 
as problems in the database. 

The existing data in the defect database will serve as the foundation for the new 
information system. Therefore, it is particularly important that NHTSA review and 
edit the existing data in the defect database, including the descriptions of com- 
plaints, for accuracy and completeness before transferring the data to the new infer- 
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mation system. In response to our recommendation, the NHTSA Administrator stat- 
ed that the data will be reviewed for improperly or inconsistently recorded data and 
corrected before being transferred to the new system. 

We also reported that NHTSA’s project with Volpe National Transportation Sys- 
tems Center (Volpe) to replace its current database with a new information system 
by the fall 2002 was significantly at risk of not meeting quality, cost, and schedule 
goals. Historically, the Department’s systems development projects, including those 
using commercial off-the-shelf software as a basis, have been plagued by cost over- 
runs and implementation delays. While the Federal Aviation Administration (FAA) 
problems in developing software intensive systems are well known, the Department 
and NHTSA have experienced their share of problems with software development 
as well. 

For example, DOT had incurred contract costs of at least $26 million to develop 
a new financial management system using commercial off-the-shelf software. How- 
ever, 1 year after the original implementation date, the system was still not fully 
operating as intended. Also, the costs of NHTSA’s National Advanced Driving Simu- 
lator, which involved software development, grew to almost twice the original esti- 
mate and the simulator was completed 3 years later than originally estimated. 

NHTSA describes its new information system efforts as an acquisition of commer- 
cial off-the-shelf software. However, the software will require modifications and in- 
volve systems development work. The National Institute of Standards and Tech- 
nology outlines procedures to ensure that software development efforts are success- 
ful. One of these procedures includes having an independent third party validate 
and verify that the system will meet the user’s needs. We recommended that 
NHTSA obtain the services of an independent third party to assess the contractor’s 
progress, reduce development risk, and advise NHTSA of its findings. 

In response to our recommendations to ensure that the new defect information 
system is completed on time and within budget, NHTSA recently hired a third party 
contractor to validate and verify that the new system will meet its needs and reduce 
development risk. The contractor will provide NHTSA with weekly status reports 
and monthly assessment reports. We will monitor the contractor’s findings and the 
corrective actions taken by NHTSA. 

This concludes my statement. I would be pleased to answer any questions. 

Exhibit A 

TREAD Act Completed Rulemakings — As of February 12, 2002 


TREAD Act Section 

Purpose 

Statutory 

Deadline 

Action to Date 

Sale or Lease of De- 
fective Tires. 

Requires individuals to report to the Secretary when know- 
ingly and willfully selling or leasing for use on a vehicle a 
defective or noncompliant tire when having actual knowl- 
edge that the manufacturer has notified dealers of such 
defect or noncompliance. 

01/29/01 

Completed: Final 

Rule issued 
07/23/01. 

Safe Harbor 

Precludes individuals from receiving criminal punishment if 
the person (1) at the time of the violation, did not know 
that the violation would cause death or serious injury and 
(2) corrects the improper report or failure to report within 
a reasonable time. The Secretary shall establish by regu- 
lation what constitutes reasonable time and sufficient 
correction. 

01/29/01 

Completed: Final 

Rule issued 
07/24/01. 

Civil Penalties 

Amends the regulations to reflect changes in the National 
Traffic and Motor Vehicle Safety Act regarding civil pen- 
alties. 

None 

Completed: Final 

Rule issued 
11/14/00. 
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Exhibit B 

TREAD Act Rulemakings to Be Completed — As ot February 12, 2002 


TREAD Act Section 

Purpose 

Statutory 

Deadline 

Action to Date 

Early Warning 

Requires manufacturers to report claims data, warranty 
data, customer satisfaction campaigns and recalls, and 
any incidents of serious injuries or fatalities (allegedly or 
proven to be caused by a possible defect in systems or 
components) for which the manufacturer receives actual 
notice. 

06/30/02 

Notice of Proposed 
Rulemaking 
(NPRM) issued 
12/21/01. 

Tire Pressure Warning 
Device. 

Requires a warning system in new vehicles to indicate to the 
driver when a tire is significantly underinflated. Require- 
ment becomes effective 2 years after the completion of 
the rulemaking. 

11/01/01 

NPRM issued 
07/26/01. 0MB 
returned final 
draft rule to 

NHTSA for recon- 
sideration on 
02/12/02. 

Tire Standards 

Requires the Secretary to update the tire standards (Stand- 
ards 109 and 119). 

06/01/02 

NPRM sent to 0MB 
on 12/14/01. 

Improved Tire Infor- 
mation. 

Requires the Secretary to improve the labeling of tires to as- 
sist consumers in identifying tires that may be subject to 
a recall. 

06/01/02 

NPRM issued 
12/19/01. 

Satety of Child Re- 
sfraints. 

Requires the Secretary to draft regulations for improving the 
safety of child restraints, including minimizing head inju- 
ries from side impact collisions. The Secretary must con- 
sider several criteria, therefore resulting in multiple 
rulemakings. 

11/01/02 

NPRM sent to Office 
of the Secretary 
(OST) on 

12/03/01. 

Rafings Program 

Requires the Secretary to establish by regulation a child re- 
straint safety rating consumer information program. 

11/01/02 

NPRM issued 
11/06/01. 

Report on Defects in 
Foreign Countries. 

Requires manufacturers to report within 5 working days 
when conducting a safety recall or other safety campaign 
in a foreign country for an identical or substantially simi- 
lar vehicle as a vehicle offered for sale in the United 
States. 

None 

NPRM issued 
10/11/01. 

Acceleration of Rem- 
edy. 

Permits the Secretary to require manufacturers to accelerate 
the remedy program if the Secretary finds that there is a 
risk of serious injury or death and that the acceleration 
can be reasonably achieved by expanding the sources of 
replacement parts, authorized repair facilities, or both. 

None 

NPRM issued on 
12/11/01. 

Reimbursement Prior 
to Recall. 

Requires manufacturers to include in their remedy programs 
a plan for reimbursing owners who incurred the cost of 
the remedy within a reasonable time in advance of the 
manufacturers’ notification of recalls. The Secretary may 
establish by regulation what constitutes a reasonable 
time and other reasonable conditions for the reimburse- 
ment plan. 

None 

NPRM issued on 
12/11/01. 

Sale of Replaced 

Tires. 

Requires manufacturers to include in remedy programs a 
plan for how manufacturers will prevent replaced tires 
from being resold and how to limit disposal of replaced 
tires in landfills. Manufacturer will include information 
about the implementation of the plan in each quarterly 
report to the Secretary. 

None 

NPRM issued on 
12/18/01. 

Sale of Replaced 
Equipment. 

Prohibits the sale or lease of any vehicle equipment (includ- 
ing tires) for installation on vehicles when the equipment 
is subject to a recall. An exception exists if the defect or 
noncompliance is remedied before delivery. 

None 

NPRM issued 
07/23/01. 

Certification Label .... 

Requires intermediate or final stage manufacturers, for vehi- 
cles built in more than one stage, to certify that they 
complied with specifications provided by the first manu- 
facturers or that they have elected to assume responsi- 
bility for complying with the Federal Motor Vehicle Safety 
Standards. 

None 

Drafting Rulemaking 
Support Paper. 
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Exhibit C 

TREAD Act Non-Rulemaking Actions — As of February 12, 2002 


TREAD Act Section 

Purpose 

Statutory 

Deadline 

Action to Date 

Insurance Study 

Requires the Secretary to determine the capability and bene- 
fits of obtaining aggregate information regarding insur- 
anoe claims. 

03/01/01 

Completed: Report 
issued on 
03/05/01. 

Follow-Up Report 

Requires the Secretary to report to Congress on the imple- 
mentation of the TREAD Act and provide recommendations 
for additional amendments. 

11/01/01 

Completed: Trans- 
mitted to Con- 
gress 12/14/01. 

Recall Criteria 

Requires the Secretary to review and update all standards, 
criteria, procedures, and methods for determining whether 
to open a defect or noncompliance investigation. The Sec- 
retary shall report findings to Congress. 

11/01/01 

Completed: Trans- 
mitted to Con- 
gress 01/31/02. 

Education Program ... 

Requires the Secretary to develop a 5-year strategic plan to 
reduce deaths and injuries, caused by failure to use 
booster seats, by 25% among 4 to 8 year olds. 

11/01/01 

Draft plan to OST 
on 02/04/02. 

Booster Seat Study ... 

Requires the Secretary to study the use and effectiveness of 
booster seats and submit the results to Congress. 

11/01/01 

Draft report within 
NHTSA. 

Rollover Tests Rating 
Program. 

Requires the development of a dynamic test on rollovers by 
11/01/02 and creation of a consumer information pro- 
gram. The Secretary shall conduct a rulemaking to deter- 
mine how best to disseminate the test results. 

11/01/02 

Request for Com- 
ments published 
on 07/03/01. 


Mr. Stearns. I thank the gentleman. 

Let me start with questions. For legislators who are involved 
with the testimony which we used to develop the TREAD Act and 
then when we had the mark-up and it went to full committee and 
then to the House floor and the Senate and Anally passed, every- 
body thinks something is going to happen immediately. And I think 
constituents, as well as the public feel that there will be answers 
and there will be lives saved, but it’s all dependent, as you men- 
tion, Mr. Mead, this TREAD Act is going to rise and fall on this 
data base and how the criteria is set up so that we can accurately 
come up with an implementation to prevent these problems. 

One of the things we all talked about with this tire pressure 
monitoring system and Dr. Runge, we are aware that NHTSA and 
0MB have had a difference of opinion in the direction of this tire 
pressure monitoring system rule, but continue to discuss this issue. 
I think the first question I would have is what is the status of this 
on-going discussion because for many of us this would be helpful 
and we could save lives if we had this implemented and show the 
public how to use it. 

Mr. Runge. Thank you, Mr. Chairman. Let me point out, first of 
all, that this is a late one and we are very sensitive to that. I also 
wanted to point out that 0MB has been working very diligently 
with us and in fact, very quickly, to my surprise, on all of our 
TREAD rules. 

Indeed, there has been a great level of discussion and some de- 
bate between NHTSA and 0MB, but I want to point out that this 
is a normal part of the decisionmaking process that certainly is not 
unique to us or unique to this Administration. It’s been going on 
for a long time. And that discourse, I believe, leads to truth. Cer- 
tainly, we have no corner on the market on brains and neither do 
they. Working together, we can finally achieve what will be a great 
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rule to implement for the American people which will have safety 
as its No. 1 priority. 

So the goal of this process is to develop those policies that have 
a balanced perspective and the final result will be consensus. So we 
have over the course of a few months reached a general agreement. 

Mr. Stearns. So you now have produced an agreement between 
you and 0MB? 

Mr. Runge. We have some details to work out. The lawyers, in 
fact, are working on it. Dr. Graham and I have had numerous dis- 
cussions on this. We both have an academic background. We enjoy 
the exchange of ideas and we believe that we do have a substantive 
agreement. 

Mr. Stearns. Is there a date when you can say you’ll have a 
final date when this will be obtained? 

Mr. Runge. I’m hesitant to give you a final date because that’s 
out of my hands. We met with our attorneys last night who are 
talking about how to structure it. In fact, as Dr. Graham told you 
earlier, it will be a rule in which we have a phase-in period which 
allows either system and then a gathering of additional data to de- 
cide what to do. 

Mr. Stearns. Let’s say the year 2004, will the tire pressure mon- 
itoring system be in place by the year 2004? 

Mr. Runge. The year 2004 is when the phase-in would begin. 

Mr. Stearns. Would begin. 

Mr. Runge. Yes. 

Mr. Stearns. And it will be complete 2000 when? 

Mr. Runge. We got comments on the docket from the equipment 
manufacturers saying that it would be virtually impossible for 
them to ramp up production within the 2-year timeframe. So we 
talked to the manufacturers, talked to the equipment manufactur- 
ers and have come up with a 3-year interim period in which they 
will be phasing in 

Mr. Stearns. The problem for many of us are these type of dis- 
cussions that 0MB and the Inspector General, you have, go on and 
on and on and yet I think the public and we as legislators expect 
this to be implemented in less than a decade, in less than 4 or 5 
years. Most of these automotive companies probably could imple- 
ment this thing immediately. 

Have you ever had a workshop or has it ever been suggested that 
you sit down with all the manufacturers both on the automobile 
side and the part side and have a big technical workshop to explore 
these issues and how to implement them quickly and then this in- 
formation be brought back to the Inspector General and 0MB and 
say this is what industry can do right now. Let’s get on it and let’s 
do it, instead of the government agencies continuing to discuss and 
negotiate and go back and forth and look at the data. Maybe indus- 
try can have an input. So my question is, has there been a tech- 
nical workshop and if not, do you think that’s a good idea? 

Mr. Runge. I will say that our staff has gotten lots and lots and 
lots of input on all sides of this issue, both formally and informally. 
And I believe that we are very knowledgeable at this point about 
what the capabilities of industry are to ramp up production and in 
fact, to install either type of monitor, either the 1-tire or the 4-tire 
standard. 
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Mr. Stearns. Mr. Mead had mentioned this information system. 
Perhaps industry could help you interpret this data and could say 
to you okay, this is important, this is not important and could ex- 
pedite streamline your interpretation analysis of this. So I think 
bringing in the industry into this mix and having them discuss 
with you in a technical workshop would be a great idea, not just 
for their ideas in implementing, but also how to get this data base 
that Mr. Mead had talked about so that it’s meaningful because as 
I mentioned in my opening statement, we’re going to have data 
pouring into you and unless you have the people, the time, the ma- 
terials and the credibility and criteria, nothing is going to happen. 
We’ll be negotiating here for a decade on this stuff because if 
there’s a slip today, and there’s a slip tomorrow, this slip will go 
for 10 years. And here we pass this bill and then 5, 6, 10 years 
later, we’re still talking about a phase in. 

Mr. Mead? 

Mr. Mead. Can I reinforce one element of what you said? We 
found in our audit on this information system that one of the areas 
of shortfall were the interfaces that NHTSA was going to have with 
the manufacturers information system. They have to talk to each 
other. 

Mr. Stearns. So right now they’re not compatible? 

Mr. Mead. No. In fact, we’re not sure what NHTSA’s system is 
going to look like, so it’s very timely to start developing this inter- 
face for the information management system. 

Mr. Stearns. Mr. Runge, just before I finish, is there anything 
you’d like to add? 

Mr. Runge. Well, yes. In fact, if I could sort of frame out the es- 
timated finish date for some of these things. Keep in mind that the 
final rule is not complete yet and the comment period is closed. We 
have a lot of comments. We actually have more comments for the 
advance notice of proposed rulemaking. These comments will be in- 
corporated; and by the way, this is a very transparent process. In- 
dustry has lots and lots of input into this as well. Many people in 
this room have weighed in heavily on this issue. When the rule is 
finished, we plan to have the data system completed during this 
summer and during that time we plan technical workshops with 
the IT people in industry to make sure that they are constructing 
their systems so that they can get the proper amount and type of 
data into our data system. So we are fully aware of the need to in- 
tegrate technology. Believe me, the last thing we want is a van- 
load of paper backing up to the back door of the DOT building. We 
are keenly aware of the need to make this as easy as possible for 
us to accumulate and analyze the data. Mr. Mead’s zeal about this 
issue has been infectious and I’ve caught the disease. I promise you 
and the rest of the subcommittee that we will be on top of this to 
the max. 

Mr. Stearns. Okay. My time has expired. The gentle lady from 
Colorado, Ms. DeGette. 

Ms. Degette. Thank you, Mr. Chairman. Well, I think everybody 
agrees that the TREAD Act is going to, as Mr. Mead said, rise and 
fall on the quality and usefulness of the new information system 
and ODFs ability to identify potential defects. And he said that 
today in his testimony and also in his report. But then the Inspec- 
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tor General went on to say that “to be fully operational by fall 2002 
is at risk because of poor project planning and management.” And 
furthermore he said that NHTSA can’t identify safety defects in a 
timely manner because it has an unstructured approach for ana- 
lyzing data and determining if a potential defect exists and where 
there’s further investigation. 

So I want to ask a few questions about this information manage- 
ment system because I think this is the pressure point for the 
whole success of the TREAD Act. 

First of all, Dr. Runge, the Inspector General reports that less 
than 10 percent of the complaints made by consumers to manufac- 
turers are contained in the current GDI data base. Is that correct? 

Mr. Runge. I certainly can’t dispute that. 

Ms. Degette. So you think it would be correct? 

Mr. Runge. One of these guys probably knows the exact percent- 
age, but I would say that’s 

Ms. Degette. The Inspector General also found that the current 
database often “contains incomplete and incorrectly reported infor- 
mation regarding potential defects.” Do you agree with that assess- 
ment? 

Mr. Runge. Well, keep in mind that this was part of the purpose 
of the TREAD Act. 

Ms. Degette. Right. So you would agree that it does contain this 
kind of information? 

Mr. Runge. Sure. 

Ms. Degette. Thank you. Is it fair to say that the old system is 
probably inadequate and doesn’t work properly? 

Mr. Runge. I think the new system will be lots and lots better 
than the old system. 

Ms. Degette. Yes or no, do you think that the old system works 
properly? 

Mr. Runge. I think the old system works fairly well, actually. 

Ms. Degette. You do? Okay. So what’s the rush then, in your 
mind, for the new system? 

Mr. Runge. It will be better. 

Ms. Degette. Okay. 

Mr. Stearns. Mr. Runge, could you just move the microphone a 
little closer to you? 

Mr. Runge. Sure. 

Ms. Degette. Now when ODI is in full compliance with the Act, 
100 percent of consumer complaints will be collected by a new in- 
formation management system. Is that right? That’s the new sys- 
tem you’re talking about? 

Mr. Runge. That’s the goal. 

Ms. Degette. Now, the new ODI information system, according 
to the Inspector General, is projected to only cost $5 million to be 
paid out over the next 3 years and will consist of commercial off- 
the-shelf software, correct? 

Mr. Runge. The architecture will be off-the-shelf. 

Ms. Degette. And the software will be off-the-shelf, right? 

Mr. Runge. The software is being designed by a subcontractor of 
Volpe, right now. 
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Ms. Degette. In fact, what we’ve heard on the committee is that 
the new system is going to be Excel spreadsheet software. Is that 
correct? 

Mr. Runge. I’m not sure which architecture it is, whether it’s 
Excel or another spreadsheet 

Ms. Degette. So you don’t know. 

Mr. Runge. That’s correct. 

Ms. Degette. Can you find out for me and let us know? 

Mr. Runge. Sure. 

Ms. Degette. Great. Now do you think that the proposed system 
is going to be adequate to serve its function? 

Mr. Runge. We have three layers of oversight in this thing. I 
have not personally asked for the software design, nor would I 
know what to do with it if I saw it. Yes, the commitment to you 
guys is is that this will be adequate to do the job. 

Ms. Degette. And you think $5 million is going to be sufficient 
to pay for that? 

Mr. Runge. We have a contractor who is currently working 
under budget and believes they can get it accomplished. 

Ms. Degette. Is part of your contractor’s function to ensure that 
the data will be secure? 

Mr. Runge. Yes, security is an issue. 

Ms. Degette. How big of an issue is it? 

Mr. Runge. I can’t answer that now. I’ll be happy to answer 
these technical questions later. 

Ms. Degette. That would be great. Mr. Mead, what do you think 
about the proposed information management system? Do you think 
the funding of this system, the design of the system and the secu- 
rity are going to be adequate? Do you think $5 million is going to 
be enough to finance it? 

Mr. Mead. No. 

Ms. Degette. Could you please explain why? 

Mr. Mead. As I was saying in my oral statement, we audit infor- 
mation management systems throughout the Department. For 
those that are being developed, people often say this system is off- 
the-shelf I have yet to see a system that is designated as off-the- 
shelf as really being off-the-shelf. People think off-the-shelf means 
that you go out and you buy the software, you install it, and then 
you can use it. This system is going to require substantial refine- 
ment and revisions. 

Ms. Degette. And in fact, that’s what Dr. Runge is saying too. 
It’s not really off-the-shelf. 

Mr. Mead. No, it isn’t. And software contracts are typically cost 
plus which means that you pay depending upon how much software 
development is involved. And they’re rarely fixed price and this one 
is not fixed price either. 

Ms. Degette. $5 million is not the fixed price? 

Mr. Mead. I would be very impressed if it comes in at $5 million. 

Ms. Degette. Why don’t you think that what they’re talking 
about would be adequate, if you can zero in on that? 

Mr. Mead. Because I think this system is going to get disparate 
data input from multiple sources and that it’s going to have to have 
some collocating or synthesizing abilities. In other words, the com- 
puter is going to have to operate something like a brain to pull all 
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this information together so the right person in NHTSA when they 
pump an inquiry about a particular model, can get all the informa- 
tion about that model and they can get it on a real time basis. This 
is not like a program that you can construct at home. That is why 
we feel that it is so important to have a third party come in who 
has software expertise and advise Dr. Runge of how well the Volpe 
Center and their subcontractor is performing and also recommend 
to Dr. Runge midcourse corrections. NHTSA really does not have 
software development expertise. 

Ms. Degette. Dr. Runge, do you have — let me just ask one more 
question, if you don’t mind, Mr. Chairman. Do you have any objec- 
tion to that third party advisor coming in and helping you develop 
the system? 

Mr. Runge. Absolutely not. We have a third party who is looking 
at the overall time lines to make sure. We just contracted with 
them to make sure that the project is on time and is paying atten- 
tion to what Volpe is doing. 

Ms. Degette. We need a third party 

Mr. Stearns. The lady’s time has expired. The gentleman from 
Michigan is recognized. 

Mr. Upton. Well, thank you. Thank you, again, Mr. Chairman, 
for having this oversight hearing and appreciate the testimony and 
I know we’ve had a couple of discussions in particular with regard 
to the tire pressure monitoring system. And I just want to under- 
score the importance of getting that done and beginning to see a 
rule implemented and I appreciate your understanding of that 
issue and just want to underscore again the thought that this was 
the intent of the Congress, that we work very closely with industry. 
I note that on a number of higher priced models that are available 
today, that there is a system that’s available. Frankly, I think we 
can improve on what they have in place and I’m delighted that 
sound science is going to take the underlying role here by getting 
an agreement and working together. I know that the American con- 
sumers are going to benefit in a major, major way so that all of 
us will know when our tires are under pressurized and I just want 
to thank you for what you’re doing to make sure that we get this 
implemented as fast as we can and that that science will rule the 
day and begin to see the type of system installed, perhaps earlier 
than what date you actually set, putting more gas on the fire to 
get it done. I appreciate the chairman’s work on this and if you 
want to comment further, I guess you had some discussions last 
week. And I had to step out momentarily, but do you think that 
we’ll have some idea in the next couple of months, next couple of 
weeks or early summer? When do you think we’re going to see the 
right flags flying? 

Mr. Runge. I think we’re close enough that we can say it will 
be a week or 2. 

Mr. Upton. Terrific. Mr. Graham, do you agree with that as 
well? I want to thank you also on your picture on CQ. I thought 
it was — I get it at my home now since we still don’t have office de- 
liveries here. 

Mr. Graham. We must have good timing with your hearing com- 
ing up. 

Mr. Upton. That’s right. 



33 


Mr. Graham. I think that Dr. Runge and I are in conceptual 
agreement on the contours of the tire pressure monitoring rule and 
now it is for the lawyers, frankly, to actually put it into the words 
and I don’t think that’s going to he too long. 

Mr. Upton. Have you had also some constructive input from both 
the tire manufacturers as well as the industry itself, the auto in- 
dustry itself in terms of what they think is do-able? 

Mr. Graham. Yes sir, I have. Both sides. 

Mr. Upton. Good. Well, I just applaud you on that work and look 
forward to getting it done and obviously I know this subcommittee 
will continue to oversee what’s going on and appreciate your will- 
ingness to appear here this morning. 

Thank you. 

Mr. Upton. Thank you, sir. 

Mr. Stearns. I thank the gentleman. The gentleman from Ten- 
nessee, Mr. Gordon. 

Mr. Gordon. Thank you, Mr. Chairman. The proposed rule on 
tire labeling envisions placing a tire identification number of both 
sides of the tire as has been mentioned earlier today. I’m concerned 
that this does not take into account the realities of the tire busi- 
ness. It’s my understanding this will pose a safety hazard to work- 
ers in these tire plants and create a significant redesign of the cur- 
rent method of tire production with hundreds of millions of dollars 
being passed on to consumers. 

In order for the tire identification number to be placed on both 
sides of the tire, the mold press would need to be changed midway 
through the production process, a practice that would require a 
worker to insert himself or herself within the mold which will be 
extremely hot, 300 degrees or more. Alternately, the entire line 
would need to be shut down for a number of hours, until the mold 
could be changed, thereby losing hours of valuable production. This 
may actually even delay getting better labeling on the tires as it 
takes more time to completely rehaul the manufacturing process. 

So Dr. Runge, I guess my question is, the date stamp in question 
here, what about the idea that the date stamp be left on one side 
of the tire, while the other markings, like the type of the tire, 
where it was made, be placed on both sides and also what about 
the possibility this information could be replicated on the tire war- 
ranty brochure? 

Mr. Runge. Congressman Gordon, I’m sure we’ll be happy to con- 
sider that. The making of tires is sort of new to this doctor and I 
have planned to actually go to two auto tire plants and one truck 
tire plant in April. This concern has been expressed to me by peo- 
ple who understand the processes and the last thing we want to 
do is compromise the safety of workers. 

As I understand the motive for this rule in the first place, it has 
been difficult when a tire recall occurs for a consumer to find the 
number that would identify the tire necessary for the recall. If 
there are other motives — there may be other motives, but that’s the 
primary one that I recall hearing from staff. 

We will listen to all comments. The comment period closed on the 
19th of February. I have not seen the comments. Mr. Kratzke, I’m 
sure, has. And this has been expressed to me personally by people 
from the industry and we’ll be very sensitive to that. 
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Mr. Gordon. I think the most important information is what 
type of tire and where it’s produced and the additional cost and the 
safety hazard of having to weekly change both sides on terms of 
the labeling of the date. Once you have a chance and I commend 
you for going out and taking a real world look at this, I think it 
might then give you a better idea. 

A lot has been talked also about today about the tire pressure. 
And it’s my understanding or my concern that this proposed rule 
on indirect tire pressure monitoring which I understand is less ac- 
curate than the direct monitoring system may not give drivers ade- 
quate warning regarding tire inflation. 

Is it necessary to ensure that the tire inflation pressure is suffi- 
cient to carry maximum load? I’d like Mr. Graham and/or Dr. 
Graham or Dr. Runge to maybe address this indirect versus the di- 
rect monitoring. 

Mr. Graham. Yes, I think your point is, as we understand it, 
technically correct, that the direct system that is in a couple of the 
high-priced models mentioned previously does have more accuracy 
and precision in providing information for consumers on tire pres- 
sure than the existing indirect systems now out on the road. And 
I think that’s one of the areas where Dr. Runge and I are in agree- 
ment. 

Mr. Gordon. So what is the thought process? Is it determining 
is it a cost matter or what? If it’s a better system, what would be 
your rationale for not going with a better system? 

Mr. Graham. As OMB has explained in the return letter from a 
tire safety perspective, the direct system is a superior system. On 
the other hand, the one-tire rule would allow the indirect system, 
which has the benefit of encouraging the vehicle makers that don’t 
currently offer anti-lock brakes to offer them in the future. And as 
a consequence of that, there is an offsetting safety advantage of the 
one-tire system. So the approach that we’re taking is to work on 
this for a couple more years in terms of the information collection 
before we make a final decision on whether to go with a 4-tire or 
a 1-tire standard. 

Mr. Runge. If we consider this holistically also, please keep in 
mind that we are proposing rulemaking for tire upgrade. Since it’s 
on our website now, I can tell you what’s in the NPRM and one 
of the things we’re recommending or we are proposing is that tires 
be tested at an under inflation-level consistent with what we see 
in real world data, so that if, in fact, this rule comes into place, 
tires will be safer even at lesser inflation. So we’re trying to con- 
sider this holistically with the idea that ABS brakes may turn out 
to be a beneficial, even though real-world data has not yet shown 
that to be true. We believe that they are because they stop quicker 
and so forth. So we’re in harmony here. 

Mr. Gordon. Thank you. 

Mr. Stearns. I thank the gentleman. Mr. Pitts is recognized. 

Mr. Pitts. Thank you, Mr. Chairman. Sorry I’m late. I had other 
meetings. You may have covered this. Dr. Runge, the early warning 
system. How are you planning to use the early warning data that 
you will be receiving? 

Mr. Runge. If I could just back up a second and talk to you 
about the process that we have. There’s been some mention made 
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that we don’t have a methodology for looking at complaints, and 
that’s the farthest thing from the truth. We have a formal process 
that involves eight screeners and an office director and a panel to 
look at the various sorts of data from consumer complaints, from 
reports from industry, insurance company reports and the like. And 
they decide when the number of complaints rises to the level of an 
initial evaluation. 

Now the difficulty with that right now is that there is a haystack 
of information arriving and we are constantly trying to find the 
needle. What we look forward to with the early warning rule is 
some help from technology. There are computer systems in exist- 
ence that can help perform that type of surveillance. They can find 
the needles a lot easier than an individual screener can find them. 
So when we have access to all of the data that we are proposing 
in the NPRM for the early warning rule, in a systematized fashion 
that will be electronic and not paper, and in concert with the in- 
dustry, we do believe that it will be possible to pick up problems 
sooner, before they rise to the level of a huge defect involving thou- 
sands or millions of vehicles or tires or anything else. So there will 
still be a subjective element to this when the data arrive, but very 
clearly, we’ll have the ability to detect those problems before they 
really get out of hand. 

Mr. Pitts. Can you comment on the challenges that NHTSA 
faces in creating and implementing a dynamic rollover test? 

Mr. Runge. Yes sir, thank you. Let me just say at the outset 
that as a physician who has treated numerous, numerous crash in- 
juries over the last couple of decades, rollover crashes are the 
worst. They predict to us physicians that we need to look and look 
and look and make sure that nothing is wrong because the injuries 
are often not overtly severe, but are occult in nature. Having said 
that, rollover is one of my very top priorities as Administrator of 
NHTSA. Right now, rollovers, even though they represent only 
about 4 percent of crashes, are responsible for almost one-third of 
occupant fatalities. So we have a problem. I will pledge to you that 
we will be tackling rollover from a multi-faceted point of view. 

With respect to the standard, I think that the subcommittee may 
have had access to the NAS report that came out a couple of weeks 
ago. One of the things that I was delighted to see is that the static 
stability factor tracks extremely closely with real world crashes, so 
we already have an excellent way to rate vehicles with respect to 
their propensity to roll over. 

Now the NAS report also said that a dynamic test could offer ad- 
ditional benefits, so we are actively pursuing that in compliance 
with the TREAD Act. 

There are many opinions about how this should be done. There 
are robotics methods. There are driver methods that are much 
more subjective. There are J-turns and S-turns and there are prob- 
ably many other alphabetical terms out there. So NHTSA’s objec- 
tive is to evaluate all of these and then narrow them down and 
then select the one in time for the final rulemaking that becomes 
part of our rating system and will be published. 

I am also concerned on this part of TREAD that we need to get 
this information out to the broader public. We have it on our 
website. We market it through printed materials. We would love it 
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if everyone would visit our website before they purchase a car, but 
that’s probably not practical. So in addition to coming up with a 
dynamic standard and our static standard which you know does 
track the real world very well, we will intensively market our find- 
ings once those occur. 

Mr. Pitts. Thank you. I see my time is up. 

Mr. Stearns. Thank the gentleman. The gentleman from Massa- 
chusetts, Mr. Markey. 

Mr. Markey. Thank you, thank you, Mr. Chairman, very much. 
Dr. Runge, it’s good to have a physician here today. I’ve been on 
Contact for 4 days. Do you think I should move to the Z-pack? I 
can’t shake this thing. 

Mr. Runge. Only insofar as antibiotics do not help with viruses, 
Mr. Congressman, I think you’re probably fine. 

Mr. Markey. I am the author of this direct/indirect ABS provi- 
sion, so I’m going to try to help you with congressional intent here, 
if it’s relevant over to IB, especially. And I can understand the bal- 
ancing that you’re trying to engage in, but it’s my understanding 
that this ABS, the antilock brake system indirect protection works 
dealing with kind of the rotational speed of the wheel. And if 
there’s only one tire that’s underinflated, it works very well. But 
if there’s two that are underinfiated, then it might not detect it be- 
cause it might look as though to the device that there is a perfect 
rotation, that these wheels are still engaging it. So it wouldn’t give 
you a warning. 

My own personal experience is that when I go into a gas station 
and we’re all a little bit, in general, behind the curve in terms of 
how frequently we go over to that air pump to check it out, it’s just 
kind of human nature, like going to the doctor. You always try to 
delay an extra day or two, maybe it will clear up. So you don’t do 
it as frequently as you should, that you often find them fine after 
you put the air in the tire you thought had a problem and then you 
walk around and go oh yeah, look at the other one over there too. 
I better do the other one as well. Now does that happen 25 percent 
of the time or 50 percent of the time? It’s a pretty high percentage 
of the time. You do another tire as well. 

And since we’re tp^ing to deal with people who are not obsessive 
about filling their tires with air, it’s probably that group of people 
that we’re most concerned with. It might be the Mom with the 
three kids and all the other activities that she’s trying to have a 
job as well, not checking all the tires. But waiting for that light to 
go on because she bought a new vehicle that has a light that will 
go on when there’s a problem, but not if two tires are under in- 
flated. 

Now I’m told that there are collateral benefits of having an 
antilock brake system go into place and I guess there would be be- 
cause if one of the tires did blow, when two of them were out, you’d 
have a higher percentage of likelihood that the brakes would work 
at that point. So you would have a good braking system when the 
tires blew. But you wouldn’t necessarily get warnings that the tires 
were going to blow because it would only warn you if one tire was 
underinfiated and you’d get deceived, in other words. You’d actu- 
ally be put into a situation where it was an attractive nuisance. It 
was an invitation to keep driving, driving faster, because the light 
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will go on whenever you have a problem, but not if two are out, 
all four are out, underinflated, which I’m afraid for too many fami- 
lies, that is the case. They just don’t pay attention. That’s the point 
of the light, to warn you. And of course, if you inflated them all 
at the same time, originally, they’re probably deflating at the same 
rate into that dangerous category. Makes sense to me. Maybe I’m 
wrong, but that’s how my human nature works. 

So my concern is that we not miss an opportunity here to get 
people what they really do need to deal with their real lives, which 
are busy. They see a vehicle as just another appliance. They don’t 
pay as much attention to it, all too many Americans as they should 
perhaps, but we can’t assume that they’re going to. And since most 
of us do get surprised when we start filling up our tires, it’s not 
just that one that you notice on the side as you’re getting into the 
car, but it is the one or the other on the other side as well, that 
NHTSA, I think, is heading in the right direction here. So I’d like, 
if you could, Mr. Graham, just to respond to that because I think 
that’s a legitimate real world concern that has to be addressed as 
NHTSA tries to balance your concerns. 

Mr. Graham. Congressman, you raise a number of excellent 
points and I have to say in all candor that in many ways a lot of 
the arguments are very familiar to me because Dr. Range has been 
making these arguments to me over the last week or so and I think 
that there is a pretty clear case that direct monitoring devices on 
each of the four tires is going to provide better tire-related safety 
than a 1-tire standard that uses the type of indirect measurement 
system that you referred to. 

However, we should keep in mind that the indirect technology 
linked to the ABS system is not fixed, it’s not constant. There’s ef- 
fort under way now to improve the quality of indirect systems and 
if we were to make a decision too early that we’re not going to be 
permitting those indirect systems in the future, that has the poten- 
tial to slow the rate of technological progress in the development 
of indirect systems. So the agreement that Dr. Runge and I have 
engineered is that for the next 2 years we will continue to study 
the actual tire pressure levels in those vehicles out there that have 
indirect systems to determine whether or not they’re of significant 
safety benefit. And, at the same time, we shall watch the develop- 
ment in the technology. It may be in the final analysis that 
NHTSA is right, that we ought to go for the 4-tire system and man- 
date that or it may be that we’ll learn some things in the next cou- 
ple of years that would lead us to a different conclusion. But I 
think our agreement is for Model year 2007 and beyond, we don’t 
need to decide that issue today. 

Mr. Markey. Here’s my problem. Doctor. 

Mr. Stearns. The gentleman’s time has expired. 

Mr. Markey. If I may have 1 additional minute, I would appre- 
ciate it. 

Mr. Stearns. By unanimous consent, so ordered. One additional 
minute. 

Mr. Markey. Thank you. I am, after 26 years on this committee, 
become a technological agnostic. I don’t know what the future holds 
and yeah, there are a lot of geniuses out there and they’re going 
to try to shoot down a Soviet missile in a minute and a half after 
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it’s launched and this committee is going to try to make sure that 
we can call across the country and have video conferences with our 
families across the country and it only costs 10 cents a minute. We 
know that that will happen some day, but maybe not in our life- 
times. So while all of this technologically possible, it doesn’t mean 
that it’s ever going to be achieved. And so my message to you is 
this, that unless you can put on the books a standard which guar- 
antees that families driving their children to school or to vacations 
have a warning light that comes on that is accurate, and timely to 
protect the safety of those families, then this amendment, the Mar- 
key Amendment is not being implemented. And we cannot delay 
pending industry disinterest in putting the strongest possible 
standard on the books pending some investment that they’re going 
to make in the future. Because if that doesn’t happen, there must 
be some guillotine, some hammer which comes down which man- 
dates that it happens because 4 years from now every new car in 
the United States should have a guarantee that when there is one 
underinflated tire, one, that the light comes on. Now it could be a 
direct or indirect, but if they don’t develop it, you can’t give them 
an indefinite extension of time because they will take that as a 
blank check to not provide the public safety which for the past gen- 
erations these industries 

Mr. Stearns. The gentleman’s time has expired. 

Mr. Markey. [continuing] have not provided to the public. That’s 
why we’re here. We’re here because these industries did not pro- 
vide the safety for these families. And we’re deluding ourselves if 
we believe they’re going to pay the price voluntarily. They will 
delay. They will stall. They will use any scientific or technological 
hedge to make sure they don’t have to put this in place. And we 
went through too much in here, we saw too much suffering to allow 
this to be delayed any further than it absolutely has to. And there 
has to be a guarantee that the hammer comes down and that they 
put in a system that works in a very brief period of time. 

Mr. Stearns. The gentleman’s time has expired. We’re going to 
take a break, but the gentleman from New Hampshire has one 
quick question and then we’ll take a break. 

Mr. Bass. Yes, thank you very much. Dr. Runge, does NHTSA 
have any idea at this point what the cost of the early warning rule- 
making will be to the automobile equipment manufacturing indus- 
try? 

Mr. Runge. Congressman Bass, I do not have the answer to that 
question. I’d be happy to consult my staff. They may have it. I will 
get that during the break and we’ll get back to you. 

Mr. Bass. I yield back, Mr. Chairman. 

Mr. Stearns. I thank the gentleman. The committee will take a 
break. If you allow, indulge us, we’re going to vote and we’ll be 
back and we’ll have a second round of questioning. 

[Brief recess.] 

Mr. Stearns. The subcommittee will reconvene and at this point 
we finished, except for Mr. Sawyer and then we’ll start a second 
round of questioning and so the gentleman from Ohio is recognized 
for 5 minutes for his set of questions. 

Mr. Sawyer. Thank you very much, Mr. Chairman. I have a cou- 
ple of observations and then a line of questioning I’d like to ask. 
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First of all, I am very pleased to see Dr. Range engaged in the 
question of worker safety. It is both a question of safety and very, 
very substantial cost for what I suspect you may find is a marginal 
gain in consumer information. But nonetheless, I commend you for 
your interest in making sure that consumers are able to locate tires 
that may be at risk. 

Second, I want to suggest to you that I really value anything 
that you can do to make ABS and other traction management sys- 
tems more universal in automobiles. I value those systems, but I 
would hope that in determining which tire pressure monitoring sys- 
tem you go to, that standards for accuracy tolerance be the way in 
which you measure which system works better. I continue to be- 
lieve that it is not the — it is less frequently a matter of absolute 
defect in tires than it is cumulative damage over time for marginal 
under inflation that ultimately leads to catastrophic failure. It’s the 
effect of heat in an under inflated tire that does the damage, it 
seems to me. So I was really grateful to hear the conversation that 
took place. 

Let me turn to a more direct question. I understand that the la- 
beling rule would re-order the location of the production date in the 
alpha numeric sequence that identifies the tire. Am I correct about 
that? 

Mr. Runge. Congressman Sawyer, I’ve got to confess that my 
knowledge of the technical details of where these numbers are, 
other than on either side of the tire is very limited. 

Mr. Sawyer. What I’m suggesting is that it goes from the last 
item in the identification series to the first item in the identifica- 
tion series and I for the life of me can’t understand why that’s im- 
portant? But I do know that in the course of making the transition 
from older tires where it’s located on the back to newer tires where 
it’s located on the front, that it has a high likelihood of exacer- 
bating consumer confusion rather than illuminating the informa- 
tion it’s trying to convey. 

I also suspect it could affect the data base system and the dif- 
ficulty in managing huge amounts of data where you’ve got dif- 
ferent sequences of identifier. 

Have you looked at those kinds of things or have your folks 
looked at those kind of things? Has the IG looked at that as a prob- 
lem in consumer information and data base management? 

Mr. Runge. No sir, but I can promise you that Mr. Kratzke, my 
Associate Administrator for Performance Standards, has been writ- 
ing diligently behind me. He notes here that the reorder is because 
consumers often give us the first four digits of the long number 
that they see when they are reporting complaints. And the com- 
ments that we receive during the comment period mirrored yours, 
that we may be causing more confusion than we are solving and 
this will be resolved in the rule. I do thank you for your comment. 

Mr. Sawyer. Thank you very much. 

Mr. Mead. No, we have not, but the illustration of the code re- 
minds me of an issue with the system. Say you get a complaint in 
or something from the manufacturer that does list the code. You 
want your system to be able to put that in the right place. Say 
somebody else writes in and doesn’t have the full code, but they’re 
referring to the same tire. Will this system be smart enough to be 



40 


able to reconcile it or at least edit it out and put it in a bin and 
say to some staffer at NHTSA this doesn’t fit in the right place. 
You have to figure out where to fit it. I think it’s a really good 
point, but the direct answer to your question is no, we haven’t 
looked at that issue. 

Mr. Sawyer. I am grateful for your willingness to take a look at 
it. I see I’m about to run out of time. Are we going to have a second 
round, Mr. Chairman? 

Mr. Stearns. Yes, we are. 

Mr. Sawyer. I’ll yield back. The gentleman’s time has expired. 
I’ll start the second round. 

Mr. Mead, are there any recommendations that the Inspector 
General made that NHTSA is not implementing? 

Mr. Mead. They were responsive overall. I was very encouraged, 
and particularly encouraged with Dr. Range’s and our interface. 
Now I would hasten to add that we made two recommendations, 
one dealing with the information management system and the sec- 
ond dealing with the rulemakings. I do think there is a benefit in 
letting this committee and other appropriate committees know reg- 
ularly the status of all these rulemakings and not just oh, it’s com- 
ing, but also kind of a heads up that there are some very conten- 
tious issues surrounding the early warning rulemaking and this 
date may not be met. 

I think that’s beneficial, good interchange between the executive 
branch and the legislative branch. I want to make sure on the in- 
formation management system that we get a third party in there 
that knows something about software that is verifying and vali- 
dating that software to make sure that it’s going to meet NHTSA’s 
requirements and that Dr. Runge has very good advice on problems 
that are developing and what mid-course corrections to make. 

On the peer review, they’ve been veiy responsive to our rec- 
ommendation. I think that’s an extraordinarily positive step and a 
change, material change in the procedures. They also need to have 
some procedure where a staffer, a screener of complaints does not 
recommend an investigation. How does that get on the radar screen 
of this panel? Because that’s, in effect, a decision not to move for- 
ward with something, made at a low, not a low — ^but a middle man- 
agement level. 

I think NHTSA can figure out some way to implement that rec- 
ommendation. 

Mr. Stearns. I think. Dr. Runge, it sounds like you got a passing 
grade here. 

I think that’s what he gave here. He mentioned this peer review 
panel to ensure consistency in decisions, whether an investigation 
should be opened. I am just your response to what he just said. 

Mr. Runge. Well, in general, he’s exactly right. I would point out 
that when a screener chooses not to bring a series of cases to the 
attention of the panel, it’s not because they have written it off, it’s 
because they’re following it along. When these complaints come in, 
they are coded in certain ways, as Mr. Mead pointed out earlier, 
and they’re coded by individuals who code these things all the time. 
So they know into what catego^ these complaints should go and 
the screeners develop an expertise around the areas of complaints 
that they deal with. 
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When something smells bad to them, for lack of a better term, 
they bring it up. If it has not yet risen to that level, they follow 
it along. So he’s exactly right in that we do need some fail safe 
method 

Mr. Stearns. Of peer review? 

Mr. Runge. Of identifying cases that may not have risen to that 
level, but a periodic look at the cases that are being followed. 

Mr. Stearns. He had mentioned that the NHTSA data base is 
fraught with problems and errors. And are you folks agreed to sort 
of review and edit the existing data before transferring this new in- 
formation in if it’s already fraught with errors and how are you 
handling that? 

Mr. Runge. That’s a great question. I think we have some dif- 
ference of opinion about how fraught with errors it is. 

Mr. Stearns. So you’re saying it’s not? 

Mr. Runge. Well, we can always do better. One of the beauties 
of the new system coming in is that we are going to have to incor- 
porate a lot of our existing information into the new surveillance 
system. I believe as part of that process the cleaning up and recod- 
ing will be a natural course of events there. 

Mr. Stearns. Let me ask each of you what is the No. 1 concern 
toward implementing the TREAD Act today? What would you think 
the most important No. 1 problem that we could leave this hearing 
with an understanding from each of you that we would have to ac- 
complish? 

Dr. Runge, I’ll start with you first. 

Mr. Runge. As I consult my cheat sheet of corrections here 

Mr. Sawyer. Forty or 50 probably. 

Mr. Runge. I learned the entire human body in 4 years; after 6 
months. I’m barely scratching the surface of the TREAD Act. 

Mr. Sawyer. Yes. That’s a nice honest 

Mr. Runge. I would say quite honestly, this is a difficult question 
to answer because so many of these things are so very important 
and you have given us the resources and the opportunity to ad- 
dress things that had frankly been not addressed. I do believe per- 
sonally that the early warning system, if done the way we expect 
it to be done, will result in our ability to detect problems sooner 
before they rise to the problem of a national public health emer- 
gency. 

Getting help from artificial intelligence will enable us to do a bet- 
ter job, and I really do believe that when we look back at this thing 
10 years from now, of all these rules that have come out, that will 
be the one where we will look at it and say that really was a good 
investment of the taxpayer’s money. 

Mr. Stearns. Dr. Graham? 

Mr. Graham. Yes, Mr. Chairman, there has been a lot of atten- 
tion this morning on the deadlines issues and the pace of rule- 
making and this sort of thing and I think it’s perfectly appropriate 
that a committee like this put that type of constructive encourage- 
ment on both NHTSA and 0MB. However, I think like Dr. Runge 
suggested, 10 years down the road when we look back, the quality 
of these rules in terms of the underlying engineering and economic 
information behind them, is going to influence whether or not we 
have saved as many lives as we can with the resources available. 
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In that sense, I think the technical issues here should not be over- 
looked. 

Mr. Mead. I think you’re going to get a very good rulemaking for 
the early warning system. I think the manufacturers will largely 
comply and you’ll have lots of information at NHTSA and it will 
be important that you know how to distill, synthesize that informa- 
tion, sort through it, get rid of the junk, the garbage and hone in 
on the important ones. 

Mr. Stearns. So the No. 1, toward implementation is getting rid 
of the information that’s not relevant and making sure that the rel- 
evant information is part of the early warning system? 

Mr. Mead. Yes sir. I think the advanced rulemaking that I’ve re- 
viewed for the early warning system is quite credible. 

Mr. Stearns. Okay. Thank you. My time has expired. The gentle 
lady from Colorado. 

Ms. Degette. Thank you, Mr. Chairman. To finish the question 
I was asking earlier to Dr. Runge, Mr. Mead suggested that you 
need an outside person to help you, to make the software work. 
And Dr. Runge, what I was simply asking was do you have any big 
objection to implementing that land of control to make sure that 
your software is actually working to get the data that you’re going 
to need? 

Mr. Runge. Absolutely no objection at all, other than the eco- 
nomic barrier that we face in hiring that kind of consultant. 

Ms. Degette. I think I can speak for the whole committee. Dr. 
Runge, in saying we want to make sure this is done right and so 
if it costs extra money, I would not hesitate to hire an outside indi- 
vidual consultant to make sure that your software is right to begin 
with. If you need the money, please come and let us know because 
the important thing is that the Act get implemented right and I 
think you would agree with that. 

Mr. Runge. Yes ma’am, thank you very much. 

Ms. Degette. Let me just ask one more question. I know. Doctor, 
that you testified earlier that you were coordinating with a number 
of industry representatives and what the TREAD Act says is, of 
course, that the suppliers and manufacturers are going to have to 
comply with this early warning rule. 

So I’m wondering, of these groups, how many of these industry 
participants have you consulted in developing the information man- 
agement system? The 23 light vehicle manufacturers, all heavy 
truck manufacturers? All recreational vehicle manufacturers? Auto 
suppliers, child seat manufacturers, school bus manufacturers and 
on and on? How many of those have you consulted in developing 
the data base? 

Mr. Runge. Thus far, I can’t answer that question. I can tell you 
that we are planning to have technical working groups in the sum- 
mer to get together on how to best receive the data from them. The 
quality of the data will depend greatly upon on how it’s done at the 
front end and we recognize that. 

Ms. Degette. That’s right. Mr. Mead, what do you think about 
the fact that none of these or few of these groups have been con- 
sulted to date on developing the data base? 

Mr. Mead. I think now is the time to consult with them. 

Ms. Degette. Thank you. I would urge that that happen, too. 
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And Mr. Chairman, if I might, I think there’s a great deal of 
good will in this committee toward NHTSA and to Dr. Runge who’s 
recently come into the job. I think the motives are good, but I think 
there’s also a growing amount of concern about the delays and im- 
plementation of the TREAD Act. And frankly, Mr. Chairman, I’d 
hate to be back here in another year finding out that implementa- 
tion is once again delayed. But worse. I’d hate to be back here in 
5 years having a hearing and learn that NHTSA did not find the 
needle in the haystack that Dr. Runge talks about, that because of 
an inadequate database or inadequate information management, 
more American lives have been lost and so I would really urge all 
of you to work with all due speed, but also with all due thorough- 
ness, to make sure that this Act is implemented correctly. 

And I yield back the balance of my time. 

Mr. Stearns. I thank the gentle lady. The gentleman from Ohio. 

Mr. Sawyer. Thank you, Mr. Chairman. As I understand it, cur- 
rently when a passenger tire is installed on an SUV or a light 
truck, the tire’s load rating is reduced by 10 percent. That 10 per- 
cent reduction was omitted from the proposed rule. Having the, I 
suspect, unintended consequence of permitting a load increase of 10 
percent for passenger tires used on those kinds of vehicles seems 
to conflict with the intent of the Act and I’m just inquiring whether 
this was an omission or whether it’s a change in policy? 

Mr. Runge. Mr. Kratzke tells me that this was not omitted from 
the rulemaking. They are aware that passenger car tires are de- 
rated for load at 10 percent. 

Can you ask me more specifically and I’ll make sure I get you 
the right answer quicker. 

Mr. Sawyer. I’d be glad to. Let me, Mr. Chairman, while I’ve got 
a little extra time, I remember last year when we asked the great 
Jacques Nasser whether tires and automobiles function together as 
a system and he sat just about where you are. Doctor, and said no, 
they do not. And I was just dumbfounded by that. I found some- 
thing I’d like to read for the committee, put into the record. A Ford 
engineer arrived, named Jacques Beget, arrived in the United 
States in 1955 and found a niche in the relatively unexplored world 
of quantifying tire and suspension interaction. Beget stressed the 
need to analyze tire, vehicle and road together rather than to think 
of the tire alone. And he wanted hard numbers. His persistence led 
to a string of SAE publications explaining numerical analyses of 
skid and rolling resistance, wet traction, nonuniformity among tires 
and the behavior of radial tires on American cars. In 1965, Auto- 
mobile News could report “for the first time, Detroit auto makers 
are actually setting the design requirements of the 35 to 45 million 
tires they purchase annually.” Their demands had never been truly 
quantifiable before. 

This is the same Jacques Nasser who when asked by William 
Ford who is the highest paid employee of the Ford Motor Company, 
replied well. I’m the President and you’re not compensated directly, 
so I guess it’s me. He said no, it’s a fellow named Edward Irvine. 
And he said do you know who Edward Irvine is? He says he makes 
$13 million a year. He had no idea who he was. He said he’s our 
Formula One driver with our Jaguar Division. You should have 
known that. My guess is he should have known this too. 



44 


I thank you, Mr. Chairman, and yield back. 

Mr. Stearns. As CEO of Ford Motor Company, of course, he’s no 
longer there. 

Mr. Sawyer. Yes, that’s true. 

Mr. Stearns. The gentleman from Massachusetts is recognized 
for a second round of questioning. 

Mr. Markey. Thank you, Mr. Chairman. And I don’t want to pro- 
long this because obviously, I made pretty clear what I was inter- 
ested in during my first round. I guess what I wanted to say 
though is that whether it be a direct or indirect system, they’re fine 
during a transition, obviously. Makes sense. At the time that we 
did the TREAD Act, this tire safety act, a couple of years ago, there 
were already models out there. So we already had a model. Early 
stage stuff. It was already out there, in vehicles, proving that it 
could be done and done inexpensively which is why I think my 
amendment was basically something that everyone could agree on 
this committee should be adopted, if it was already out there in 
that early stage of development. And that was an indirect system 
based on ABS which was fine, but at some point in the future we 
need to move to a system that lets you know if you’re at risk if two 
or all of your tires are underinfiated which I’m afraid is an all too 
typical situation for average, busy American families. And we just 
have to give them that. And that’s the real intent of the Act. 

Now some day an ABS system might achieve that, but at some 
point after a transition I think NHTSA is right, we have to move 
to the technology that provides the safer, more accurate warnings 
for American families. And we can’t delay that indefinitely waiting 
for a technology to arrive that might never arrive, as much as 
would hope that it would. And so that’s basically my message here 
today, that we have to have the goal as being firm if families are 
given all the information about all their tires. And if the industry 
announces they’re in a crash program and that they’re going to de- 
velop an ABS based system and it’s going to be there in 2 or 4 
years, that’s fine. But again, as I said. I’m an agnostic techno- 
logically. I want a hydrogen-based automobile. I want many things 
in life. I want nonfat strawberry shortcake, I want many things, 
okay, and I’m sure there are people trying to do it, but it’s unlikely 
that — well. I’m not going to say it’s impossible, but Mr. Graham, 
Dr. Runge, all I’m saying is that as long as your agreement gives 
us certitude and a deadline and that the public at a date certain 
knows that their family, when they buy a vehicle has all four 
wheels, whether it will be for some system or the other that will 
be given the proper warning to the driver that their family might 
be in danger, then we can live with that. It can’t be something 
that’s used by the industry to achieve a delay in installing the 
kinds of protection. So as you work together that would be my one 
message. 

Thank you. 

Mr. Stearns. Thank you, sir. I thank the gentleman, and Dr. 
Runge, I want to thank you for your participation; Dr. Graham, 
Mr. Mead. We have heard during this hearing some testimony 
which has us concerned, obviously, because this is not being as ex- 
pedited as Members of Congress we thought it would be on a much 
quicker schedule. 
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What I’m going to suggest, Dr. Runge, is that you — we get to- 
gether periodically and you brief us where you are at and I’m sug- 
gesting perhaps if we see another delay, we see problems, to your 
benefit it may require us to have another hearing in the fall so that 
we can have a wrap up and see where we are and see whether it’s 
materials, resources or something that we can provide or what we 
can do to help you, but you have an arduous task. We’re here to 
support you and we appreciate all of your testimony and you in- 
dulged us while we took a vote and the committee is adjourned. 
[Whereupon, at 11:50 a.m., the subcommittee was adjourned.] 
[The reports of the 0MB and the NHTSA follow:] 
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Office OP- 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFTiCe or MAr«A6CMCNT AND 8UD0CT 
washincton. c c aosoa 

FEB 1 2 2DD2 


Mr. Kirk K. Van Tine 
Genera] Counsel 

U.S, Department of Transportation 
400 Seventh Street, S.W., Room i0428 
Washington, DC 20590 

Dear Mi. Van Tine: 

The OiBce of Managematt and Budget (0MB) has been conducting an expedited review 
under Executive Order No. 12866 of the draft final rule prepared by the National Highway Traffic 
Safety Administration (NHTS A) entitled “Tire Pressure Monitoring Systems." In accordance 
with recent legislation passed by Congress, the draft final rule addresses an important public safety 
issue: the traffic crashes, injuries and faialiucs that result from operating a vehicle with 
underinflated tires. 

0MB supports NHTSA’s establishment of a safety standard in this area. However, the 
analysis NHTSA has performed to date does not adequately demonstrate that NHTSA has 
se]c«ed the best available method of achieving the regulatory objeaive: enhanced highway safety. 
Therefore, we are returning this mle to NHTSA for reconsideration of two analytic concerns 
related to safely. First, we have identified a regulatory alternative - one that NHTSA has not 
explicitly analy'zed - that may provide more safety to the consumer than the draft version of the 
final rule. In order to analyze this alternative with care, NHTSA needs to consider the impact of 
regulatory alternatives on the availability of anti-lock brake systems (ABS). Second, the technical 
foundation forKHTSA's estimates of s^ety benefits needs to be better explained and subjected to 
sensitivity analysis. My staff is available and eager to work with NHTSA to complete this analysis 
and the rulemaldng as expeditiously as possible. 

Many velucles on the road do not have any tire pressure monitoring system For these 
vehicles, the owner or driver must take the initiative to periodically check the pressure of the 
vehicle’s tires to ensure chat each of the tires is infiated to the proper pressure level. The available 
evidence suggests that many people do not regularly check their tires, or at least do not take the 
steps to achieve optimal tire inflation. As envisioned by Congress, the draft final rule would 
establish a Federal Motor Vehicle Safety Standard under which tire pressure monitoring systems 
•would have to be installed in all new passwiger cars, light trucks, multi-purpose vehicles and 
buses weighing up to 10,000 pounds. 

There are two types of tire pressure morutoring systems, both now used in some vehicles, 
that NHTSA believes are possible compliance choices for vehicle manufacturers, "Direct" 
systems monitor pressure by means of instruments installed in each wheel. Indirect systems infer 
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tire presaire fiism information aJreaify avaiiable in vehicles that are equipped with aESti'iock brake 
systems. In paiticular, the mdirecs system detects pres^-e differences between wheels by sensing 
differences in their rotational speeds. Uad«inS*tcd nres have smaller diameters and thus rotate 
faster. 


The draft final rule would establish, over a foia'-year phase-in period, & standard under 
which all new velucles would be required to have some tire pressure monitoring system. During 
the phase-in period, con^iiance could be achieved with either intiiieet or direct systtm. 

However, after the phase-in, the |«rfonnance standard would be altered in a way that effectively 
prohibits compliance with a puie^' indirect system. The vehicle maaufseturer would instead be 
compelled to con^ly with a direct system. NHTSA believes a so-called “hybrid” system, which 
would combine elements of direct and indirect tire pressure monitoring, could also meet the rule's 
performance standard. However, no such hj^rid systems have yet been installed in vehicles and 
the public record provides little information about their likely perfermance or cost. 

0MB believes that a rule permitting indirect systems nay provide more overall safety than 
a mle that penrats only direct or hybrid systems. Tfus adoifiooal safety may be available at a 
lower total cost to the public. AJ^ough direct systems are capable of defecting low pressure 
ucdsf a greater variety of circumstancesi than indirea systems, the aulirect ^stetn c^fures a 
substantial portion of the benefit provided by direct systems. Moreover, allowit^ iadtrect systems 
will reduce the incremental cost of equipping vehicles with anti-lock brakes, thereby acederating 
the rate of adoption of ABS technology. About oae-lhird of new vehicle sales currently lack anti- 
lock brakes necessary for an indirea system. Both cxperiroenial evidence and recent real-world 
data have indicated a modest net safety benefit from anti-lock brakes. Before NHTSA finalizes a 
rule riiat disallows indirect systems, 0MB beheves that the potential safety benefits firom more 
vehicles with anti-lock brakes need to be considered. In a prefiminary analysts attached to this 
memorandum, OIRA staff show that a rule permitting indirect systems may provide more overall 
public safety at less cost to the consumer than NHTS A's preferred alternative. 

OMB is also concerned that NHTSA’s esrimates of the number of crashes, injuries and 
fatalities prevented by direct systems are based on limited data and/or assumptions that have nor 
been felly explained or analyzed. For example, NHTSA assumes that 95% of consumers would 
respond promptly and effectively to a warning light indicating that the vehicle has a tire inflation 
problem. No data, such as estimates of driver response rates to existing safety-related wanuag 
lights, are provided to support this figure While the safety benefit estimates stemming ftom 
reduced sldddkig and better coiarol are based on a well-done study, that study urdbrtunately was 
pubiisl^in 1977, before the widespread existence of frorrt-whe^ drive, radial tires and St^s 
and mimvaas. it also appears that NHTSA's use of experimental data on shorter stopping 
^stances from proper tire inflation was based on insufficient consideration of all of the available 
data. In light of the Hnuted data and msuffidentiy supported assumptions, OMB suggests that 
NHTSA’s regulatory analysis should include more sensitivity analysis of the type that is found in 
many previoiis regulatory analyses prepared by NHTSA. NHTSA should also provide additional 
explanation of tl» tkta choices and uncertainties umlerlyfog its analysis. 
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In conclusion, 0MB believes that, before issmi^ a finaJ rule, NrlTSA needs to provide a 
stronger analysis of the safety issues and benefits, tncluing a formal analysis of a regulatory 
alternative that woaid permit indirect sy$iemsaksr the phase-in period, Moreov^-, ^TflSA 
coiild analyze an option that would defer a deeiskm about Tht uhimate fate of indirect systems for 
several more years, until the potential impact on installation of anti-lock brake systems is better 
understood. In addition to leprcseniing sound public policy, the consideration of the suggested 
regulatory alternative is required under Secftais 202 acd 205 of the Unfanded Mandates Act (2 
use. 1532 and i535) and under Section 1(b)(5). (8). and (11) of BO. 12S66. 

Accordingly, I am returning the draft final rule tor reconsideration. My staff and I are 
available to work the agency in the mionsideratioa of tins matter and in the prompt 

promulgation of an import^ii safety rule. 



hhn D. Graham. PhD, 
‘^Administrator 
Office of Information 
and Regulatory Afeirs 



Enclosure 

cc: Dr. Jeffrey W. Runge 
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OntA Encl»sare (2rt2/2002) 

This endosure describes in detail ourcoaceras the draft Final Economic Assessment (FEA). 
It presents - for illustrative purposes - an analysis of an option that has the potential to achieve 
substantially greater safety at lower cost than die draft final rule. The enclosure also mciudes a 
discussion of some of the major uncertainties and potenlial biases associated with key assumptions 
in tki FEA ssd suggests possflsie ways to address tbsia 

Background 

After a four-year phase-in, the draft final rule would require that tire pressure moniloring systems 
(TPMS) be able to detect when up to four fires are 25 percent or more underiaflated. The FEA 
includes analysis of direct and “hybrid” TPMS. Direct systems monitor tire pressure directly by 
meara of sensors uist^led in each wt«e{. Hybrid systems would manitortire pressure by 
combining elements from a direct system with elements from an indirect system. Indirect systems 
infer tire pressure frora information already available in vehicles equipped with anti-lock brake 
systems (ABS). They detect pressure differences b^ween tires by sensing differences in wheel 
rotational speeds. Underinflated tires have smaller diameters and thus rotate faster. No indirect 
systems currently available can meet a four-tire standard. The rulemaking record is &so unclear 
on whether hybrid systems could do so. * Neverthdess, wc assume for the sake of argument that 
NHTSA is correct in its belief that hybrid systems could meet a four-tire requirement. 

The FEA presents quantified estimates of two components of cost: “vehicle” (e.g., hardware) and 
maintenance costs for each system. The benefit estimates include the value of fuel savings and 
reduced tire tread wear that would result from each system. The FEA presents the difference 
between costs and the fuel and tire wear savings as “net costs.*’ The FEA also includes three 
catt^ories of quantified safety benefits, reduced skidding and better control, shoner stopping 
distances, and fewer flat fires and blowouts. For direct systems, the FEA estimates a net cost 
(i.e., total cost minus the value of fuel economy and tire tmad v.^ benefits) of S 1,240 million per 
year and safety benefits of 10,27 1 injuries and 141 fetalitics averted per year when applied to the 
entire on-road fleet For hybrid systems, the FEA estimates a net cost of S862 million per year 
with safety benefits of 8,722 injuries and 124 fatalities averted per year 


^ We were unable to locate anything in the ndestakiRg record indicating that hybrid systems would be 
able to detect ^ rinuhaneously low tires. The lulemalane record on the porfonnano: and cor of hybrid sysurms 
appears to be limited to two paragraphs in one ccmracm. That a>inmcnt stated. 'The currcni releases of indirect 
TPMS will recpiirs the eqtuvJcni of Che addiuon of rwo direct urc pressure sensors and a radio-lrequent^ receiver 
te tneei be requirement to detect two simultaneausly low tires under abemative 2 [emphusis added]." Under the 
pitted rule, "altemove 2" would have required the detection of up to three, not four, simultaneously low ures. 
That comiiKm also assened. "...flic marintum cost to implement these changes to be about 60*54 of Uw cost of afiUt 
direct TPMS for vehicles already equipped with an ABS." The eomtoenter provided no further information on the 
perfomunn or cost of aids a system. To date, oo such ^siein has been produced or installed on a vchicis. 
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1. Evaluation of Alternatives 

The FEA does no: meaningfaliy compjur viable alterr^tives, SpecifcaUy, MiTSA did not 
analyze the benefits and costs associated with an altcmative requirement that would allow indirect 
systems to continue to be used indefinitely (i.e., a 30 percent underinflation, I -ure standard). 

There are in excess of 2 million TPMS-equipped vehicles on the road today, the vast majority of 
which are indirect systems. 

Based on information in the Preliminaiy Eonomic Assessment (PEA) and the FE.A a requirement 
that allowed indirect systems ir, definitely could achieve comparable and, quite possibly, 
substantially greater safety benefits at lower cost than those associated with the final rule. An 
option that allows indirect systems will provide an mducemenr to install ariti-lock brakes (ABS) 
on more vehicles. We present the following analysis for illustrative purposes only. We believe 
that the example shows that indirect systems warrant a complete and careful analysis. At the 
same time, we do not consider our example to be definitive. Further refinements by NTTISA may 
be necessary. 

A. Costs and Benefits of an Indirect System 

Based on information contained in the PEA, and consistent with assumptions in the FEA we 
estimate that an indirect system would cost an average of about $30 per vehicle in “vehicle” (e.g., 
hardware) costs and an addiiional $13 in maintenance costa, ora total of about $720 million per 
year. Indirect systems would result in about $200 million in fuel and tread wear savings combined 
for a net cost of about S520 million per year. We estimate this option could achieve safety 
benefits of about 5,000 injuries and 70 fatalities averted per year when applied to the entire on- 
road fleet. 

B. The Anti-lock Brake Effect - Induced ABS 

Indirect versus direct systems - Allowing indirwn systems likely would induce vehicle 
manufb«urers to equip a greater percentage of the new vehicle fleet with ABS.’ This is because 
vehicles not equipped with ABS will need a more-expensive, direct system to comply with the 
rule. For direct systems, the FEA estimates vehicle cost of $66. 50 per vehicle. For vehicles 
already equipped with ABS, the vehicle cost of an indirect system would be $13.29 per vehicle.’ 
Thus, a manufacturer who decided to install ABS in a vehicle that would not have ABS otherwise 
can reduce the (vehicle) cost of compliance by about $53 per vehicle. In other words, a rule that 


’ For model year 2000 about 68 pcrcect of new cars and light micks were equipped with ABS. Although 
the percentage of new vehicle:^ equipped with ABS gejicraUy has increased in recent years, it appears to be leveling 
off. In 1999, dS.3 percent of the fleet was equipped with ABS. 

’ The average cost of S30 irentioned above is higher because ti is a weighted average of both direct and 
indirect sj'stems, since vehicles without ABS would require dirca systems. 
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would allow indirsct systems would reduce die inaeraental cost of adding ABS by 553, since the 
manufacturer could avoid the cost of a direct s>^cm,^ 

According to NHISA, the average cost of ABS is ^out S240. Therefore, a manufacturer could 
save about 22 percent (SS3/S240) of the cost of equipping a vehicle with ABS by avoiding the 
cost of a direct TPMS. Assuming aprice elasticity of denmd for ABS of (i.e., each 1 percent 
decline in the price of ABS induces a I percent increase in quantity denanded), a 22 percent 
reduction in the cost of ABS would resuh in a 22 percent increase in the number of new vehicles 
equipped with ABS. Thus, we could reasonably expect about 7.4 percent of the new vehicle fleet 
(22 percent of the 33 percent of the new fleet without ABS), or about 1 . 1 miliion vehicles, 

to be equipped with ABS as a direct result of this option. 

A recent study in a peer-reviewed journal estimated that light-duty vehicles equipped wnth ABS 
are between 4 and 9 percent less likely to be involved in feral crashes of all types. (These 
estimates are not statistically significant. However, appear to represent the best estinmes 
available at this time.) Overall, there are about 40.000 fatalities per year involving these vehicles. 
Thus 7.4 percent of the fleet accounts for about 2.960 fetaliiies per year. Reducing these by 4 to 
9 percent would mean US to 266 feialities’ averted per year as a result of acidiConal ABS 
induced by the rule. Adding these to the 70 fatalites averted from indirect systems without the 
additional ABS yields a total of 188 - 336 fetalities averted or between 47 and 195 more than with 
direct systems. 

We calculated the nationwide aggregate cost of the additional ABS systems as follows: About 1. 1 
million (7.4% x 15 million new vehicles^’yr.) more vehicles would be equipped with ABS. Since 
the FEA already accounted for these vehicles having to install direct systems, the increment to the 
f£A aggregate cost estimate is about S206 million per year(i.l million vehicles x S187 (S240 - 
$53)). This brings the net cost of the indirect system approach (including the cost of additional 


* The remainder of this analysis assumes thai the consumer docs noi correcily perceive the difference in 
mainieoance cost. If he or she did. the effective ’‘discount" on ABS would be substantially greater - an additional 
S40 or 50 when camparing direct with indirect systems. 

*We do not have an empirically-based estimate of ibe price eiastcity of demand for anti-lock brakes. 
However, KHTSa reported in the draft prearnble to the finil rule that one vehicle manufecturer said it would add 
ABS to an additional 400,000 vehicles if indirect systems are pernuued This alone accounts for more than 1/3 of 
the additional A£S our illustraiive example assumes. In ptdrlic ccmraenis, all vehicle manu&crurets supported a 
30%, i-tire standard. Thus it docs not appear that this toanufacturcr made this statement in the comexi of a 
standard that lodsy's mdirect systems cannot meeL 

^ Fanner, Charles M.. “New evidence concerning fetal crashes of passenger vehicles before and after 
adding amilock braking systems.” Acddcnt Analysis and Prevention, 33 (2001), 361-3b9. 

The study wc relied upon did ost estimate ABS effectiveness rales for injuries. We estimated injury 
reduction benefits attributable to ABS by assuming d>at injury reduction beneftis would occur in tlie same 
propwtion to fetaliiies (i.e., between 70 and 75 injuries per fetality) as NHTSA estimated in tic FEA 
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ABS s 3 ^tems)to about S726 (S520 + n^on per year, or about S514 million per year /e55 
that the net cost of direct systms. 

Indirect versus hybrid systems - The FEA estimated the vehicle cost of a hybrid system to be 
$39.90 per vehicle. This is about S26.50 less than the vehicle cost of a direct system, or about 
half of the savings per vehicle associated with indirect systems. Following the approach we used 
for imiirect systems, manutourers who choose a hybrid option over a direct system can also 
effectively capture the sawngs as a cost reduction for providing ABS. Under the same 
assumptions we used above, this would result in an additional 3.7% of the new vehicle fleet 
(about 550,000 vehicles) being equipped with ABS. This, in turn translates into an additional 59 - 
133 more fatalities averted and about SI 17 million additional net cost compared with hybrid 
systems with no ABS effect. The total benefits fi?r hybrid systems would then be 183 - 257 (124 
+ 59 and 124 + 133) fatalities avert«J per year and the net cost would be about $979 million per 
year, including the effect, allowing indirect systems would avert between 5 (lSS-183) and 
79 (336 - 257) more fatalities and about $250 imllion in cost per year than would hybrid systems. 
The table below summarizes these estimates. 


System 


National Estimates 
(wuhcul ABS Effect)* 

National Estimates 
(with ABS Effect) 

Cost per 
vehicle 

Annual 

Net Cost 
(Smillions) 

Annual 

Injuries 

Averted 

Annual 

Fatalities 

Averted 

Annu^ Net 
Cost 

(Smillions) 

Annual 

Injuries 

Averted 

Annual 

Fatalities 

Averted 

Direct 

$66.50 

31,240 

10,271 

14^ 

SI,240 

10,271 

141 




8,733 


S 979 

12,888- 

18,099 

183-257 

Indirect 

$13,29 

S 520 

5,000 

70 



188-335 


Because of this possibility, NHTSA should carefully evaluate the benefits and costs of an option 
that would allow indefinite use of today’s indirett systems. We hope that the illustrative example 
we provide here will serve as a useful starting point for such an analysis. As a longer-term 
project, NHTSA should also evaluate the on-road pcrfonnance of current direct and indirect 
sO'stems. 


* The wtimates for the dinrci and hybrid systems are lake from tte draft FEA. The estimates for an 
sndweci system aic 0MB estimates bated on inibnoatioa in the PEA and, to the maximunt epetent possible, 
coiuistcnt with assumpoons NHTSA made la its draft FEA. 
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2. Safety Benefit Estimates 

The quantified safety benefits in the FEA are ifivided among 3 categories; reduced skidding and 
better control, shorter stopping distances, and fewer flat tires and blowouts. The nugnitude cf 
each is directly related to vehicle owners’ responses to low pressure warning lights. This section 
d«crib» some assumptions about several uncwtain or unknown key parameters that affect the 
magnitude of the safety benefit estimates. Each assumption warrants some empirical grounding 
an^or sensitMty analysis. 

A. Vehicle Owner Response to Warning tight 

The safety benefits from a TPMS system depend critically on how vclucle owners respond when 
the low pressure warning light comes on. There can be no benefit if owt^s ignom the warning 
light. The FEA assumes that 95 percent of all vehicle owners will respond to the warning light 
promptly and appropriately. In the Preliminary Economic Assessment, NHTSA assumed 60 
percent of vehicle ovimers would respond to a light that did not specify which tire(s) was low by 
inflating their tires to the correct pressure and 80 percent in cases where the dashboard light 
indicated which tire was low. Neither the PEA nor the FEA provides an empirical basis for any of 
these response rates. At the same time; it is also Kkcly thM. some vehicle owners will come to rely 
emiusively on the warning light to inform them of tire pressure and will reduce the frequency with 
which they normally check their tires, To the extent that this occurs, the benefits of the rule may 
decline, and may do so at different rates depending on the technology. 

To provide a stronger foundation for its analysis, NHTSA should pronde some empirical basis for 
this critical component of the analysis. NHTSA could, for example, perform an analysis of 
responses to other dashboard warnings In any event. NHTSA should perform sensitivity analyses 
using alternative response rates. We believe that a carefully conducted survey and analysis of 
driver behavior and corresponding tire pressures in TPMS-equipped vehicles currently on the road 
would go a long way toward refidng the estimates based on this parameter, 

B. Reduced Skidding and Better Control 

In the PEA, NHTSA stated it was not able to quantify this category of benefits, No commemers 
disagreed or suggested ways that NHTSA might do so. In the F£a NHTS.A estimated the 
benefits from reduced skidding and better control using a 1977 study, “Tri-Level Study ofthe 
Causes ofTrafBc Accidents, Final Report (Report).” This Report provides great detail on the 
circumstances associated with 420 crashes. It was well-done and for a long time served as a 
useful data source for underst^ding the caiscs of crashes. Unforrunately. because of changes in 
the nature of vehicles on the road, the report’s value has diminished with the passage of time 
The skidding and control component of the benefit estimates for this rule appears to stem from 
analysis of about six of the 420 crashes analyzed in the report. The small sample size alone is 
enough to warrant a sensitivity analysis. 
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Perhaps more importantly, though, the relevance of the vehicles and tires involved to the fleet of 
vehicles that this aile will affect is not clear. For example, none of the six vehicles in the Repon 
had front' wheel drive, none were sport-utility vehicles (SUVs) or minivans, and, in ail likelihood, 
none were equipped with radial tires. The newest of the vehicles involved in these crashes was a 
1 972 Pontiac. One of the six involved a i960 Ford Falcon - a vehicle produced more than 45 
years before the final rule will be fully effective. NHTSA should also provide more support for 
the assumption that these crashes are directly relevant to this rule, 

C. Shorter Stopping Distances 

Stopping distances vary greatly among vehicles and road and tire conditions. They also vary from 
lest to lest under the same vehicle, road, and tire conditions. All of the improved stopping 
distance benefits were based on tests of two vehicles; a Dodge Caravan minivan and a Ford 
Ranger pickup truck. The FEA appears to rely exclusively on the Caravan test results to estimate 
benefits for the passenger car Sect (but not for the minivan or SUV fleet). The FEA also appears 
TO rely exclusively on the Ford Ranger test results to estimate benefits for the light truck fleet 
(including minivans and SUVs). 

NHTS.A chose not to continue to use results from a passenger car tested on a NHTSA test track 
These results had formed part of the basis for benefit estimates in the PEA. They showed little, if 
any, effect of reduced pressure on stopping distances. This result is not surprising, for the same 
reason that the rule is expected to yield fuel economy and tread wear benefits - reduced pressure 
increases rolling resistance, and could be expected to improve stopping distances under at least 
some conditions. Although NHTSA received no comments suggesting these results were 
unrepresentative, it did not use them because of a belief that the test road surface was not 
sufficiently worn to be representative. 

NHTSA does not explain why it believes the minivan test results better represent passenger car 
performance than NHTSA’s own passenger car results. NHTSA also does not explain why it 
believes the pickup truck test results better represent minivan and SUV performance than the 
minivan test results. 

Given the small sample size and variability of stopping distances, it is unclear whether any of the 
test results available to NHTSA are representative of much more than those particular vehicles. 
NHTSA should estimate benefits using its passenger car test results to represent passenger cars, 
the minivan test results to represent minivans and SUVs, and the pickup truck test results to 
represent pickup trucks. NHTSA should also perform some sensitivity calculations around the 
corresponding benefit estimates. 

D. Flat Tires and Blowouts 

In the PEA, NHTSA stated it did not have aifficient data to reliably estimate the magnitude of 
this category of benefits. Commenters agreed that there will be some benefits in this area. 

However, no commenters disagreed with NHTSA’s initial assessment that they could not be 
quantified. As was the case with skidding and control, none suggested ways NHTSA might 
estimate them. In the FEA, NHTSA produced an estimate of these benefits by assuming that 20 
percent of blowouts are caused by low tire pressure. This new assumption warrants further 
justification and a sensitivity analysis, at the least. 
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MH-2002-071 


Alexis M. Stefani 




Assistant Inspector General for Auditing 


January 3, 2002 


Reply to 
Attn, of: 


JA-40 


To: National Highway Traffic Safety A dmini strator 


This report presents the results of our review of the National Highway Traffic 
Safety Administration (NHTSA) Office of Defects Investigation (ODI). Our 
review was performed at the request of Senator John McCain, Ranldng Minority 
Member, Senate Committee on Commerce, Science, and Transportation. During a 
September 12, 2000 hearing on the Firestone tire recall, the Committee questioned 
ODI’s preparedness for handling information that may contain early warning signs 
of product defects. In October 2000, Congress passed the Transportation Recall 
Enhancement, Accountability, and Documentation (TREAD) Act requiring 
NHTSA to establish early warning reporting requirements for manufacturers so 
that it is aware of potential defects as soon as possible. 

Our objectives were to: (1) evaluate NHTSA's progress and challenges in 
implementing the TREAD Act; (2) assess the adequacy of NHTSA's processes and 
procedures for assessing potential defects and opening investigations; (3) evaluate 
the risks associated with NHTSA's approach for developing a new defect 
information management system; and (4) identify notification, investigation and 
recall requirements considered as “best practices” by other regulatory agencies and 
that may be used as models for improving ODI. 

We are recommending that NHTSA ensure the timely completion of TREAD Act 
rulemakings by adhering to established milestones for each rulemaking stage. 
Further, departmental offices and other entities that must review the proposed 
rules will also need to adhere to the rulemaking schedules. We are also 
recommending that NHTSA ensure consistency in recommending and opening 
investigations by establishing a peer review process, and ensure fte new defect 
information system development project is completed on time and within budget 
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by ha\'mg an independent entity validate and verify that the new system will meet 
NHTSA’s needs and reduce development risk. 

We obtained comments on a draft of this report from NHTSA. NHTSA agreed to 
implement all of the recommendations or proposed an acceptable alternative 
action with one exception. NHTSA did not agree with a recommendation in the 
draft report to assign a fiill-tiine project manager to oversee the contractor's 
development of a new defect information system. 

Given NHTSA's agreement to obtain the services of an independent entity to 
validate and verify the contractor's progress and reduce development risk, we have 
eliminated a recommendation to assign a full-time project manager. NHTSA's 
comments are presented in the Appendix to this report. 

In accordance with Department of Transportation Order 8000. 1C, we request that, 
within 30 days, NHTSA provide target dates for completing each recommended 
action. 

We appreciate the courtesies and cooperation of the NHTSA representatives 
during this review. If I can answer any questions or be of further assistance, 
please feel free to contact me at (202) 366-1992, or Thomas J, Howard, Deputy 
Assistant Inspector General for Maritime and Highway Safety Programs, at (202) 
366-5630. 
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Executive Summary 

Review of the Office of Defects Investigation 
National Highway Traffic Safety Administration 


MH-2002-07t January 3, 2002 

INTRODUCTION 

This report presents the results of our review of the National Highway Traffic Safety 
Admicistration (NHTSA) Office of Defects Investigation (ODI). Our review was 
performed at the request of Senator John McCain, Ranking Minority Member, Senate 
Committee on Commerce, Science, and Transportation. During a September 12, 2000 
hearing on the Firestone tire recall, the Committee questioned GDI’s preparedness for 
handling information that may contain early warning signs of product defects. In 
October 2000, Congress passed the Transportation Recall Enhancement, 
Accountability, and Documentation (TREAD) Act requiring NHTSA to establish 
early warning reporting requirements for manufacturers so that it is aware of potential 
defects as soon as possible. 

Our objectives were to: (1) evaluate NHTSA'g progress and challenges in 
implementing the TREAD Act; (2) assess the adequacy of NHTSA's processes and 
procedures for assessing potential defects and opening investigations; (3) evaluate the 
risks associated with NHTSA's approach for developing a new defect information 
management system; and (4) identify notification, investigation and recall 
requirements considered as “best practices” by other regulatory agencies and that may 
be used as models for improving ODI The scope of our review and the methodology 
used to achieve our objectives are discussed in Exhibit B. 


RESULTS IN BRIEF 

In September 2000, Congress held hearings to determine why NHTSA, Firestone, and 
Ford did not identify tread separation defects sooner to prevent the numerous deaths 
and injuries associated with defective Firestone tires. During the hearings. Congress 
noted that the data available to ODI regarding the problems with Firestone tires were 
insufficient. However, while acknowledging that ODI lacked data. Congress also 
stated that ODI did not use the data it did possess to spot trends related to failures in 
these tires. 

To address concerns that the motoring public is protected from future “Firestone 
incidents," Congress passed the TREAD Act in October 2000. For example, the Act 
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requires vehicle and equipment manufacturers to routinely report to NHTSA early 
warning data, such as information on property damage claims, communications to 
customers, and knowledge of fatalities or serious injuries caused by possible defects 
in a vehicle in the United States or a foreign country. The early warning reporting 
requirements rule is critical to ensuring that flie. motoring public is protected because 
it will increase the amount and improve the quality of data ODI cuiiently uses to 
identify potential safety-related defects. 

NHTSA has made progress in meeting the requirements of the TREAD Act; however, 
it still faces several challenges in fully implementing the Act and improving its ability 
to identify potential safety defects. Specifically, NHTSA must: 

• complete TREAD Act rulemakings, most importantly the early warning 
reporting requirements rule, in a timely and comprehensive manner. 
NHTSA has already completed 3 final rulemakings, but must still complete 
12 other final rulemakings,* several of which are complex and controversial 
and have statutory deadlines ranging from November 1, 2001 to November 1, 
2002. These rules include requiring a tire pressure warning device in new 
vehicles; updating the tire standards; establishing early warning reporting 
requirements for vehicle and equipment manufacturers; and improving child 
safety restraints. Although due hy November 1, 2001, NHTSA has yet to issue 
the tire pressure warning device final rule. 

• establish a peer review panel to ensure that data used to identify potential 
defects are comprehensively and thoroughly analyzed and that investigations 
are opened and prioritized in a consistent manner. A peer review panel can 
be effectively used to provide a thorough and consistent assessment of the 
quality of GDI's support for recommending and opening an investigation. 
The panel would draw on the institutional knowledge of the ODI staff and 
bring management together to identify high priority cases and to ensure a 
degree of consistency in the decision making process. 

• develop a new defect information management system to replace the 
currently flawed system. This is important because the success of the 
TREAD Act depends on the quality and usefulness of the new information 
system and GDI's ability to identify potential defects. 

Adhering to TREAD Act deadlines will require extensive coordination among 
NHTSA and other entities involved in the rulemaking process. To date, NHTSA has 
made progress completing TREAD Act rules, such as the one requiring individuals to 
report to NHTSA the sale or lease of defective tires, and issuing several proposed 


‘ The 12 rules only reflect final rules and do not include other stages of the rulemaking process, such as an Advance Notice 
of Proposed Rulemaking (ANPRM) or a Notice of Proposed Rulemaking (NPKM). 


Executive Summary 



60 


rules. Unlike the rules completed thus far, many of the remaining rules are complex 
and controversial and have statutory deadlines. For example, although due by 
November 1, 2001, NHTSA has yet to issue the tire pressure warning device final 
rule. 

The issue with the TREAD Act rulemakings is not just the number of rules NHTSA 
has to complete. Rather, the issue is the timely completion of complex and/or 
controversial rules with statutory deadlines. For example, completing the early 
warning reporting requirements rule by June 30, 2002, is not fully within NHTSA's 
control and will require extensive coordination with other offices and entities who 
have a role in approving or commenting on proposed rules. On December 21, 2001, 
NHTSA issued the Notice of Proposed Rulemaking, which describes the proposed 
early warning reporting parameters for vehicle and equipment manufacturers and 
requests commente from die public. 

The early warning rule is at the heart of the TREAD Act. NHTSA has established 
milestone dates for the TREAD Act rules. However, to keep NHTSA on course in 
completing the TREAD Act rulemakings, both the Department and NHTSA will have 
to adhere to the milestone dates and work with the Office of Management and Budget 
(OMB) when its review is required. NHTSA, as well as other entities that must 
review the proposed rules, will need to adhere to the rulemaking schedules. 

However, we have found that factors such as differing views on the substance of a 
proposed rule, requirements for cost/benefit analysis, and the need to have other 
entities review a proposed rule, will influence the time it takes to issue a rule.^ In July 
2000, we reported that the Department of Transportation (DOT) took an average of 
3.8 years to complete significant rules. Further, when Congress established a 
statutory deadline for completing a rule, DOT met only 1 0 percent of the deadlines. 

The Secretary of Transportation identified the timely completion of rules as a 
depaitmentwide priority. In its comments to orrr report, NHTSA agreed to continue 
working with the Department and other entities to meet the TREAD Act deadlines. 

ODI's procedures for identifying defects and deciding to open investigations can be 
strengthened by establishing a peer review process. We found that ODI’s processes 
and procedures, as well as the data used for identifying potential defects and opening 
investigations, need major improvements. A peer review panel can be effectively 
used to provide a thorough and consistent assessment of the quahty of ODI's support 


“ fc central to TREAD Act, the recently enacted Aviation and Transportation Seenrity Act au&orizes the Under 

Secretary of Transportation for Security, to waive requiiements for an analysis that estimaies the number of lives that will 
be saved by tlu: regulation and tbe monetary value of such lives if the Unda Secretary determines that it is not feasible to 
make such an estimate. Further, any regulation or securi^ directive issued shall remain efiective unless disapproved by 
the Transportation Security Oversight Board or rescinded the Under Secreftary. 
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for recommending and opening an investigation. A permanent peer review panel 
meeting regularly to discuss actions to be taken regarding recommended cases would 
ensure a degree of consistency in the decision making process. Further, a peer review 
panel would also draw on the institutional knowledge of both defects analysis and 
investigation staff and bring management together to identify high priority cases. 

We found several instmces where ODfs decision to open or not open an investigation 
was not consistent with die seriousness or ftequency of the complaint. (See pages 
12 to 16.) For example, ODI decided to open an investigation when it received 
three complmts dvct 1 year alleging a suspension problem that could cause the driver 
to lose control of the vehicle. In comparison, in another case ODI did not open an 
investigation although the number of complaints, period of time, alleged defect, and 
potential consequences were similar. 

In addition, the data ODI currently uses to identify defect trends, primarily complaints 
by consumers, significantly understate the number of potential safety defects. 
Although the TREAD Act requires that manufacturers report early warning 
information to ODI, it does not require that ODI receive or solicit information ftom 
other sources, such as safety groups, plaintiff attorneys or insurance companies. 
Therefore, rather than relying on consumer complaints and, in the future, 
manufacturer data, ODI needs to develop innovative techniques for collecting and 
analyzing information from a wider range of sources to help identify potential trends 
sooner. 

NHTSA concurred with our recommendations to ensure consistency in 
recommending and opening investigations by agreeing to establish a peer review 
panel and process, to develop new defect analysis and case opening procedures and 
train personnel regarding these procedures, and to identify innovative techniques for 
collecting and analyzing data from a wider range of sources. 

An independent assessment would help to ensure that ODI’s new defect information 
system meets quality, cost and schedule goals. The success of the TREAD Act will 
ultimately rise or fall on the quality and usefulness of the new information system and 
ODTs ability to identify potential defects. ODI describes its new defect iiufonnation 
system efforts as an acquisition of commacial off-the-shelf software; however, the 
software will require modifications and involve systems development work. 

ODI’s plan to have a new $5 million information management system for identifying 
defects fully operational by fall 2002 is at risk because of poor project planning and 
management. The plan does not provide a sufficient roadmap of the work tbat needs 
to be done and how and when it will be accomplished to ensure that the new system is 
operating soon after the early warning reporting requirements rule is issued. Poorly 
defined system goals and requirements can lead to project scope changes, cost 
increases, and schedule delays. 
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The National Institute of Standards and Technology (NIST) outlines procedures to 
ensure that software development effbrte are successM.^ One of these procedures 
includes having an independent entity validate and verify that the system will meet 
the user’s needs. 

An independent assessment of ODTs information system development project could 
help ODI spot problems before they result in major cost increases and schedule 
slippages. This win require NHTSA to obtain the services of an independent entity to 
validate and verify the contractor’s progress, reduce development risk and advise 
NHTSA of its fiiidings. Given NHTSA's agreement to obtain ftie services of an 
independent entity, we have eliminated a recommendation in the draft report to assign 
a full-time project manager. 


PRINCIPAL FINDINGS 

Adhering to TREAD Act Deadlines Will Require Extensive Coordination 
Among NHTSA and Other Entities Involved in the Rulemaking Process 

The challenges that lie ahead for NHTSA are that it must complete several complex 
and/or controversial TREAD Act rules and meet statutory deadlines. Thus far, 
NHTSA has issued three final rules, including one requiring individuals to report to 
NHTSA the sale or lease of defective tires, and several proposed roles. Further, 
NHTSA completed a study on the feasibility of using automobile insurance data to 
help identify possible defects, concluding that certain data from insurance companies, 
for example non-crash fire data, might be useful in helping to identify potential defect 
trends. However, NHTSA must still complete 12 final rulemakings. 

Unlike the rules completed thus far, several of the remaining rules are complex and/or 
controversial and also have statutory deadlines, such as requiring a tire pressure 
warning device in new vehicles by November 1, 2001; updating the tire standards by 
June 1, 2002; improving child safety restraints by November 1, 2002; and most 
important establishing early warning reporting requirements of defects for vehicle 
and equipment manufacturers by June 30, 2002. Al&ough due by November 1, 2001, 
NHTSA has yet to issue the tire pressure warning device final rule. 

Fot the early warning rule, NHTSA must determine what information manufacturers 
will be required to report, while taking into account the manufacturer’s cost of 
complying with the reporting requirements. Further, NHTSA must integrate the 


^ NIST Special Publicatioos 500-234 and 500-1S5 
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manufacturer data into a new information system capable of handling the reporting 
needs resulting from the TREAD Act’s early wanting reporting requirement. 

On December 21, 2001, NHTSA issued its proposed rule specifying the early warning 
data that manufacturers will be required to report, and anticipates issuing a final rule 
by the June 30, 2002 deadline. The proposed rule is likely to generate controversy 
because it specifies what data manufacturers will be required to routinely report to 
NHTSA. Complying with the rule may require a significant commitment of resources 
on the part of the manufacturers, such as new computer programs and additional staff. 

We have found that factors such as differing views on the substance of a proposed 
rule, requirements for cost/benefit analysis, and the need to have other entities review 
a proposed rule, can influence the time it takes to issue a rule. NHTSA has 
established milestone dates for the TREAD Act rules. However, to keep NHTSA on 
course in completing the TREAD Act ralemakings, both the Department and NHTSA 
will have to adhere to the milestone dates and work with the 0MB when its review is 
required. NHTSA, as well as other entities that must review the proposed rules, will 
need to adhere to the rulemaking schedules. 

GDI's Procedures for Identifying Defects and Deciding to Open 
Investigations Can Be Strengthened by Establishing a Peer Review 
Process 

ODI’s current processes for using and analyzing data to identify potential d^ects 
and decide that potential defects should be investigated are in need of major 
improvements. Two factors currently affect GDI's ability to effectively identify 
potential defects and open investigations: (1) an unstractured approach for analyzing 
data and determining if a potential defect exists and warrants further investigation, 
and (2) the limited amount and poor quality of data ODI uses to spot defect trends. 

We recognize that it is not possible to define processes and procedures that will 
enable ODI staff to identify potential defects wift 100 percent accuracy. However, 
ODI will be receiving a significant amount of early warning data from manufacturers 
and is planning to hire 18 additional staff - a 39 percent increase. Therefore, it is 
particularly important that ODI establish a peer review panel, develop new defect 
analysis and investigative processes that define parameters for analyzing data and 
opening investigations, and train new staff to use these procedures. 

GDI's current procedures do not provide a mettiodology for analyzing complaints. 
For example, the procedures state that defects analysis staff may review the defect 
database for complaints and review previous/current investigations for relevant issues, 
but do not describe how to conduct a thorough search of available data or how to 
analyze the data to identify trends. 
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The defect analysis procedures do not require GDI’s defects analysis staff to notify 
senior management when they receive a complaint involving a serious injury so a 
timely decision to recommend or oprai an investigation can he made. In contrast, (he 
Consumer Product Safety Commission (CPSC), the Federal agency responsible for 
regulating and investigating consumer products, requires that its Emerging Hazards 
Division immediately notify the Director of Recalls and Compliance and pertinent 
staff of any data indicating grievous injury, death, or multiple incidents. 

NHTSA’s Associate Administrator for Safety Assurance told us that there are not 
specific processes or jmjoedures for opening investigalioiis. Rather, investigators 
prioritize the opening of investigations based on the seriousness and frequency of the 
complaint(s). We noted several instances in which GDI’s defects analysis staff 
recommended an investigation based on the seriousness and frequency of the 
compIaint(s). However, the investigative staff did not prioritize and open the 
investigations. For example, 

• Over a 4-month period, GDI received six complaints alleging that airbags did not 
deploy in a 1998 sedan after a frontal crash. All of the ccanplaints noted injuries 
and one complaint stated the driver was seriously injured. Although GDI's defects 
analysis staff recommended an investigation, GDI’s investigatis'e staff did not 
conduct one. Within 1 year after an investigation was recommende4 the number 
of complaints quadrupled from 6 to 24 complaints, but GDI still did not open an 
investigation. 

• Over a 9-year period, from 1989 to 1998, GDI had 153 complaints with reports of 
injuries and alleged fires and burning, smoking, or melting in the steering column 
of two specific 1987-1989 vehicle models. Althou^ GDI defects analysis staff 
recommended an investigation be opened, one was never started. 

GDI’s Special Assistant to the Director told us that, at the time the investigation 
was recommended, the National Traffic and Motor Vehicle Safety Act only 
required manufacturers to provide a See remedy for recalled vehicles up to 8 years 
old. In contrast, the vehicles cited in the complaints were older than 8 years old. 
However, we question why GDI’s defects analysis division did not spot flte 
possible defect trend before 1998. GDI received 86 percent of its complains, 
131 complaints of a total of 153 complaints, between 1989 and 1996. 

A peer review panel meeting regularly to discuss actions to be taken regarding 
recommended oases would improve GDI's consistency in opening investigations. 
Peer review is effective for answering questions such as how data supporting the 
opening of an investigation compare to the data in a similar case that was 
investigated. The following example illustrates how GDI may benefit from 
establishing a peer review panel and process. Over a 4-monfli period, GDI received 
three complaints alleging front suspension torsion bar breakage in 1993-1994 
minivans, that could cause the driver to lose control of the vehicle and increase the 
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risk of a crash; however, no kvesti^tion was opened. In contrast, another case had 
three complaints with no reports of crashes over a 1-year period alleging front 
suspension coil spring breakage that could pose a potential compromise to the driver's 
ability to control the vehicle, and ODI opened an investigation. 

A peer review panel can be effectively used to provide a thorough and consistent 
assessment of the quality of GDI's support for recommendmg and opening an 
investigation. The pane! could consist of the Chiefs of the Defects Analysis and 
Investigation Divisions, as well as defecte etnalysis and investigative staff. The panel 
would draw on the institutional knowledge of the ODI staff and bring management 
together to identify high priority cases and to ensure a degree of consistency in the 
decision making process. 

GDI’s defect database, the primary tool ODI uses to identify potential safety-related 
defects in vehicles and equipment, significantly understates the number of potential 
safety defects. For example, GDI's database contains less than 10 percent of the 
complaints that consumers make to manufacturers. In one case, we found that the 
manufacturer received 1,411 complaints regarding transmission failures resulting in 
tile loss of fluid and increasing the risk of fire, while ODI received 32 complaints. 

Further, the defect database contains incomplete and incoirectly recorded information 
regarding a potential defect. For example, we found complaints whereby consumers 
described problems wnth failed brakes that led to accidents in that the airbags did not 
deploy. However, only the airbags and not the brakes were recorded as problems in 
the database. Also, although complaints can be recorded to reflect the severity of the 
defect reported, such as “Significant Hazard witliout Warning,” the data element is 
not consistently recorded, ODI staff told ns that they' primarily rely on the complaint 
descriptions for determining the alleged defect because they believe Are other data 
elements are not consistently recorded, accurate or useful. 

ODI receives and assesses on average over 34,000 safety-related and non-safety- 
related complaints per year. The GDI staff responsible for reviewing complaints each 
receive and assess an average of 200 complaints per week, allowing an average of 
about 12 minutes per complaint to review the information; search the defect database 
for similar complaints, related investigations, and recalls; and decide whether to 
recommend an investigation. 

An Independent Assessment Would Help to Ensure That GDI's New 
Defect Information System Meets Quality, Cost, and Schedule Goals 

ODI’s project with Volpe National Transportation Systems Center (Velpe) to 
replace its defect database with a new Information system by the fall 2002 is 
significantly at risk. ODI has incurred costs of at least $200,000 and has obligated 
$2.3 million since it started the project with Volpe in April 2001 to identify the 
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requirements for, and subsequently develop (he new information system. OfiBcials at 
Volpe told us they will meet ODFs fell 2002 deadline and $5 miUion budget for 
having the new system fully operational and ready to accept and store consumer 
complaints, as well as the additional early warning data resulting from the TREAD 
Act, that win not be defined until June 30, 2002. 

However, since Volpe and ODI do not have a detailed budget for tbe project, we do 
not know if the projected S5 million is a reasonable estimate. Therefore, it is 
imperative that NHTSA report to the Secretary and Congress on a routine basis the 
status of the new information system including whether it will meet the fall 2002 
schedule and the estimated budget. 

ODI plans to design and fully implement the new information system within about 
20 months. However, Volpe officials told us the industry typically takes 3 to 5 years 
to complete a new information system. Further, a systems analyst consultant that 
assisted us in analyzing the new system concept told us it would take at least 2 to 
3 years to develop and fully implement a new information system based on the 
information available from ODI to date. Although both ODI and Volpe officials told 
us they will meet the fell 2002 deadline, they could not explain or provide us with the 
specific steps they plan to take to beat by over 1 year, the time typically taken to 
design and implement a new infoimation system. 

Historically, the Department's systems development projects, including those using 
commercial off-the-shelf software,* have been plagued by cost overruns and 
implementation delays.* For example, DOT had incurred contract costs of at least 
$26 million to develop a new financial management system using commercial off-frie- 
shelf software. However, 1 year after the original implementation date, the system 
was still not fully operating as intended. Further, the costs of NHTSA's National 
Advanced Driving Simulator grew to almost twice the original estimate and the 
simulator was completed 3 years later than originally estimated.* 

The NIST outlines procedures to ensure that software development efforts are 
successful. One of these procedures includes having an independent entity validate 
and verify that the system will meet the user’s needs. ODI describes its new 
information system efforts as an acquisition of commercial off-the-shelf software. 
However, the software will require modifications and involve systems development 
work. An independent assessment of ODI's new defect information system project 
could help ODI spot problems before they result in major cost increases and schedule 
slippages. This will require NHTSA to obtain the services of an independent entity to 


* TinnlmiffiitiTiy aNewFt nnnrial Mana gement SwtgO (OIG Report FI-2001-074. AugPSt 7, 2001). 

® Observations on FAA'fi Satellite Navigation F.flbi 1 .s (OIG Report AV-2000-1 1 3, July 26, 2000). 

* Development of tbe National AHvantnd nrivine Simulator Resulted in Sub stimrisi r nst hcreaaes and Schedule Delays 
(OIG Report lN-2001-104, September 28, 2001) 
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validate and verify the contractor's progress, reduce development risk, and advise 
NHTSA of its findings - a step NHTSA now plans to take. 

The existing data in the defect database will serve as the foundation for the new 
infonnation system. Therefore, it is particularly important that ODI review and edit 
the existing data in the defect database, including the descriptions of complaints, for 
accuracy and completeness before transferring the data to the new information 
system. Most if not all of the pertinent information in the defect database is contained 
in the text description of the complaint. If ODI simply transfers the data from the 
current defect database to the new system, it will continue to have a seriously flawed 
system. 


SUMMARY OF RECOMMENDATIONS 

We recommend that the NHTSA Administrator: 

• Continue to report to the Secretary and begin reporting to Congress the milestone 
dates, budget estimates, and actions required to complete the TREAD Act 
rulemakings/actions, as well as ODTs new information system. To keep NHTSA 
on course in completing the TREAD Act rulemakings, both the Department and 
NHTSA will have to adhere to the milestone dates and work with the 0MB when 
its review is required. NHTSA, as well as other entities that must review the 
proposed rules, will need to adhere to the rulemaking schedules. 

• Establish a peer review panel and process to ensure that data used to identify 
potential defects are comprehensively and thoroughly analyzed and that 
investigations are opened and prioritized in a consistent manner. The panel could 
include the Chiefs of the Defects Analysis and Investigation Divisions, as well as 
defects analysis and investigative staff Further, the peer review should be 
conducted on a routine basis and decisions documented to ensure consistency in 
the decision making process. 

• Obtain the services of an independent entity to validate and verify the contractor's 
progress, reduce development risk, and advise NHTSA of its findings. Also, 
review and edit the data in the defect database for accuracy and completeness 
before transferring the data to the new information system. 
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MANAGEMENT RESPONSE AND OFFICE OF INSPECTOR GENERAL 
COMMENTS 

The draft report was provided to NHTSA on November 7, 2001. OIG staff 
subsequently met with the Associate Administrator for Safety Assurance and the ODI 
Director to discuss the draft report findings and recommendations. In its December 4, 
2001 written response to the draft report, NHTSA agreed to implement all of the 
recommendations or proposed an acceptable alternative action, with one exception. 
NHTSA’s comments are presented in the Appendix to this report. 

In its reply, NHTSA commented that the numerous complex TREAD Act 
rulemakings involving key safety issues with statutory deadlines, such as updating the 
tire standards and improving the safety of child restraints, should have little or no 
impact on the ability of NHTSA to issue the early warning rule in a timely maimer. 

However, as stated in our report, the issue with the TREAD Act rulemakings is not 
just the number of rules NHTSA has to complete. Rather, the issue is the timely 
completion of complex and/or controversial rules with statutory deadlines. For 
example, completing the early warning reporting requirements rule by June 30, 2002, 
is not fully within NHTSA's control and will require extensive coordination with 
other offices and entities who have a role in approving or commenting on proposed 
rules. 

In the Fiscal Year 2002 DOT Appropriations Conference Report, Congress directed 
NHTSA to submit a notification letter to the House and Senate Committees on 
Appropriations if there is reasonable likelihood that the agency will not meet the 
deadlines specified in the TREAD Act. For these reasons, we recommended fliat, to 
keep NHTSA on course in completing the TREAD Act rulemakings, both the 
Department and NHTSA will have to adhere to the milestone dates and work with 
0MB when its review is required. NHTSA, as well as other entities that must review 
the proposed rules, will need to adhere to the rulemaking schedules. 

NHTSA did not agree with our draft report's recommendation to assign a full-time 
experienced project manager to the new information system project Given NHTSA's 
agreement to obtain the services of an independent entity, we have eliminated a 
recommendation to assign a full-time project manager. 

We request that, within 30 days, NHTSA provide target dates for completing each 
recommended action. 
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Background 

In October 2000, Congress passed the Transportation Recall Enhancement, 
Acconntability, and Documentation (TREAD) Act to establish early warning 
reporting requirements for manufacturers so the National Highw'ay TrafBc Safety 
Administration (NHTSA) Office of Defects Investigation (ODI) is aware of 
potential defects as soon as possible. Congress passed the Act in response to the 
Bridgestone/Firestone, Inc. recall of 14.4 million tires. In its September 2000 
hearings, Congress questioned why ODI, Firestone and Ford did not act sooner to 
prevent the 103 deaths and over 400 injuries associated with the defective tires. 
As of October 2001, these numbtts have increased to over 200 deaths and 
800 injuries. Congress noted that ODI had insufficient data regarding the 
problems with Firestone tires. However, Congress also stated that ODI did not use 
available data to spot trends related to failures in these tires. 

The Act requires manufacturen to routinely report to NHTSA early warning data 
such as information on property damage claims, communications to customers, 
and knowledge of fatalities or serious injuries caused by possible defects in a 
vehicle in the United States or a foreign country. NHI'SA is required to issue the 
early reporting requirements final rule by June 30, 2002. To carry out the TREAD 
Act requirements. Congress nearly doubled ODTs budget from $8,854,000 in 
fiscal year 2000 to $16, 144,000 in fiscal year 2001. Exhibit C presents the actions 
taken by NHTSA to implement the TREAD Act. 

NHTSA was established in 1970 as a separate operating administration within the 
Department of Transportation to administer the Department's motor vehicle and 
hi^way safety programs. NHTSA’s ODI is responsible for identilying motor 
vehicles and equipment that contain safety-related defects and ensuring that the 
public is notified so these safety problems can be corrected. Exhibit D includes 
GDI’s organizational chart and mission statements. 

The notification and remedy provisions of the National Traffic and Motor Vehicle 
Safety Act require that the manufacturer notify KHTSA and vehicle owners if it 
determines that one of its products contains a defect that relates to motor vehicle 
safety. The Act also gives NHTSA the authority' to investigate possible defects 
and to order a manufacturer to provide a remedy for any defect. 

ODFs process for identifying possible defects in motor vehicles and equipment 
begins with a review of the complaints it receives from consumers. Complaint 
infonnation is entered into a database. Staff in ODTs Defects and Recall 
Information Analysis Division (Defects Analysis Division) may search the 
database for similar complaints and related infonnation, such as prior 
investigations, that may indicate a systemic safety concern. If the staff determine 
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that a systemic problem may exist, they prepare a report to ODI’s Investigation 
Ehvision recommending an investigation. 

If GDI’s Investigation Division agrees that a potential safety defect exists, it opens 
an investigation. GDI flien requests information from the manufacturer such as 
complaints, crashes, injuries, warranty claims, and lawsuits. GDI may also 
supplement the manufacturer’s data with inspections, tests, and surveys. Each 
year, GDI’s Defects Analysis Division recommends on average 83 investigations, 
and GDI’s Investigation Division opens about 67 investigations. 

At any time during the investigation, GDI may decide to close the investigation 
because (1) the investigation did not indicate a defect existed, or (2) the 
manufacturer decided to conduct a recall. If GDI concludes that the data in^cate 
a defect exists and the manufecturer does not agree, die NHTSA A dmini strator 
may issue a “Final Decision” fliat a safety defect exists and order the manufacturer 
to conduct a recall. 
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Findings 

Adhering to TREAD Act Deadlines Will Require Extensive 
Coordination Among NHTSA and Other Entities Invoived in the 
Rulemaking Process 

The Deputy Secretaiy of Transportation recently testified before the House 
Committee on Energy and Commerce that NHTSA is on schedule to implement 
the TREAD Act's various safety requirements and plans to meet the deadlines set 
by Congress. To date, NHTSA has issued nine proposed rules and three final 
rules, including one requiring individuals to report to NHTSA the sale or lease of 
defective tires. Further, NHTSA completed a study on the feasibility of using 
automobile insurance data to help identity possible defects, concluding that certain 
data from insurance companies, for example non-crash fire data, might be useful 
in helping to identify potential defect trends. However, NHTSA must still 
complete 12 final rulemakings. For example, although due by November 1, 2001, 
NHTSA has yet to issue the tire pressure warning dewce final rule. 

Unlike the rules completed thus far, several of the remaining rules are complex 
and/or controversial and have statutory deadlines, such as requiring a tire pressure 
warning device in new vehicles by November 1, 2001; updating the tire standards 
by June 1, 2002; improving the safety of child restraints by November 1, 2002; 
and most important, establishing early warning reporting requirements of defects 
for vehicle and equipment manufacturers by June 30, 2002, Therefore, the issue is 
not just that NHTSA has a number of rules to complete. Rather, the issue is that 
the timely completion of complex and/or controversial rules with statutory 
deadlines is not fully within NHTSA's control and will require extensive 
coordination with other offices and entities who have a role in approving or 
commenting on proposed rules. 

We have found that factors such as differing views on the substance of a proposed 
rule, requirements for cost/benefit analysis, and the need to have other entities 
review a proposed rule, can influence the time it takes to issue a rule.' In July 
2000, we reported that the Department of Transportation (DOT) took an average 
of 3.8 years to complete significant rules. Further, when Congress established a 
statutory deadline for completing a rule, DOT met only 10 percent of the 


* lb contrast to the TREAD Act, the re«jntly eweted Aviation and Transportation Security Act authorizes the Under 
Secretaiy of Transportation for feearity to waive reqturements fer an analysis that estimaus die number of lives that 
will be saved by the regulation and the monetay value of such lives if the Under Secretary determines that it is not 
feasiHe to make such an estimate. Further, my regulatioii or security directive issued shall remain effective unless 
disapproved by the Transportation Security Oversight Board or rescinded by the Under Secretary. 
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deadlines. The Secretary of Transportetioii has identified the timely completion of 
rules as a departmentwide priority. 

NHTSA has established milestone dates for TREAD Act rules. However, to keep 
NHTSA on course in completing the TREAD Act rulemakings, both the 
Department and NHTSA will have to adhere to the milestone dates and work with 
the Office of Management and Budget (0MB) when its review is required. 
NHTSA, as well as other entities that must review the proposed rales, will need to 
adhere to the rulemaking schedules. 

The early warning reporting requirement rale is expected to be one of the most 
controversial and complex TREAD Act rules facing NHTSA, The rale is likely to 
be controversial because it will require manufacturers to routinely report data to 
NHTSA and may require an increase in resources on the part of the manufacturers. 
Further, NHTSA must also integrate the data it will receive into a new information 
system capable of handling the reporting needs resulting from die TREAD Act. 
Once the proposed rule is issue4 there will likely be disagreements between 
NHTSA and affected parties, such as the vehicle and equipment manufacturers, 
over the content of the proposed rule, resulting in the final rule not being issued by 
the June 30, 2002 deadline. 

The Alliance of Automobile Manufacturers, an association of 13 domestic and 
foreign automobile manufacturers, said that the early warning reporting 
requirement rale will not only be significant in terms of its annual effect on the 
economy, but that it will also likely raise novel legal or policy issues. Further, in 
its response to NHTSA’s Advance Notice of Proposed Rulemaking, the Alliance 
reported that the early warning reporting rule will require a "significant 
commitment of resources on the part of the manufacturers" including new 
computer programs and additional staff. 

In Januaiy 2001, NHTSA issued its Advance Notice of Proposed Rulemaking for 
the early warning requirements. The notice generally posed questions to the 
public as to who should be covered, what type of information and data should be 
reported, how the information should be reported, and how NHTSA might handle 
and utilize the information. On December 21, 2001, NHTSA issued the Notice of 
Proposed Rulemaking, which describes the proposed early warning reporting 
parameters for vehicle and equipment manufacturers and requests comments from 
the public. 

With the technology available today, ODI can develop an early warning 
information system that could handle the complex and high volume reporting 
needs required by the TREAD Act. A sound planning process, management 
accountability, and strong oversight will facilitate the success of a new system. 
However, any delays in issuing the early warning reporting requirements final rule 
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also means a delay in GDI's new infoimation system for processing the additional 
early warning data to help ODi identify potential defects sooner. 

An Independent Assessment Would Help to Ensure That GDI's 
New Defect Information System Meets Quality, Cost and 
Schedule Goals 

GDI’s project with Volpe National Transportation Systems Center (Volpe) to 
replace its current defect database with a new infoimation system by the fall 2002 
is significantly at risk because of poor project management and planning. 
Specifically, a detailed project schedule and resource requirements have not been 
developed, project duties and responsibilities have not been finalized, and the 
project scope has not been fully defined. The success of the TREAD Act 
ultimately relies on the quality and usefulness of the new information system and 
GDI's ability to identify potential defects. 

At our request, a systems analyst consultant assisted us in evaluating GDI’s 
progress in developing the new information system with regards to the following 
general standards for system development and project planning: 

• Project Schedule/Resource Management 

• Project Duties and Responsibilities 

• Project Scope 

• Risk Management/Mitigation 

• Reporting and Communications 

• Documentation and Standards 

• Change Management 


We found several risks that may affect the quality, timeliness, and cost of the new 
information system. Table 1 summarizes the key risk areas, the specific risks 
identified, and actions that NHTSA should consider to mitigate these risks. 
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Table 1. Key Risk Areas and OIG Recommended 
Mitigation Actions for GDI’s New 
Defect Information Management System 


JRisk Area 

Risk fdestified 

Secommended Kiak Mitigation Actions 

Project Sdi^dule and 

Resouice 

Requiremeoti 

• Project Plan is general. 

• Project tasks normall)' peifonned 
sequenti^y are sdieduled to be 
per&ni5©i concun«itly. 

• Rescitrce requirements have not 
been establi^ied. 

• Create a detailed project plan tirat will ^ow speciSc ta^s 
linked to a starting ami ending date, teminxs, ^i^r^les. 
and dependencies, A task dependency would be wheth^ the 
start or conclusion of this task relics or depends on the start or 
conclusion of another task. In addition, include the team 
(e.g., ODt Volpe) responsible for aoDOirqjlishmg the task. 

• Create a roathnap for the jKoject including a jarojttS plan with 
a detailed timeline and task list how the proj^ 'will be 
completed. This would also define areas where time 
constraints are ti^t and provide an ORjoitanity for “what if’ 
aiudysis if these tasks were to slip by days, weeks, etc. 

Proje«: Bttties and 
Responsibilities 

* Project orgaoizatirni, du^ and 
reliabilities hsvs net been 
dearly deiioed. 

• An overall Project Manager for 
ODl has not be«i ^giatei 

• a detailed orpnizational structure that id«itiiies roks 
and cleady defines responsibility for major task areas. 

• Define project team members and. specific tasks assi^ed. 

• Assign a full-time project manager cjqiaienced in tiie 
ddtveiy of a project of compar^le scqse and aimplexity. 

Project Scape 

• Data inputs, user requirem^ts, and 
the {raramaters of migrating old 
data to (he new sj’stem have not 
been defined. 

• Current defect daabase has not 
been evaluated for weaknesses and 
strengths. 

• Define die full so^ of the new sy^em and users' 
expectations including management needs for mfbintetioa 

• Define and address the ^recific system needs of defects 
an^ysts, investigators and managers. 

• Comptete system reqairemeots prior to working on ai^ oi^r 
stbsequent concept, design and architecture t^ks to avoid 
the n^ to repeat system development woik and to prevent 
cost and time overruns. 

• Update detailed project plan upon completing the dialled 
system requirements to address final project sct^. 

• Finalkte a realistic timeframe for completion, given time 
constraints, foil scope, system availtfoUi^, and availability of 
TREAD Act data. 

• Obtain the services of an independent eatiiy to validate and 
verify the contractor’s progress, reduce developrtrent risk, and 
advise NHTSA of its 


ODl has incurred costs of at least $200,000 and has obligated $2.3 million since it 
started the project with Volpe in April 2001 to identify the requirements for, and 
subsequently develop, the new information system. OfBcials at Volpe told us diey 
will meet GDI’s fall 2002 deadline and $5 miUion budget for having the new 
system fully operational and ready to accept and store consumer complaints, as 
well as the additional early warning data resulting from the TREAD Act. 
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However, since Volpe and ODI do not have a detailed budget for the project, we 
do not know if the projected $5 milKon is a reasonable estiinate. 

ODI plans to design and felly implement Ae new' information system wiAin about 
20 months after starting Ae project in April 2001. In comparison, Volpe officials 
told us Ae industry typically takes 3 to 5 years to complete a new information 
system. Further, Ae systems analyst consultant Aat assisted us in analyzing Ae 
new system concept told us it would take at least 2 to 3 years to develop and fully 
implement a new information system based on Ae information available from ODI 
to date. AlAough, boA ODI and Volpe officials told us Aey will meet Ae fall 
2002 deadlme, Aey could not explain or provide us wdA Ae specific steps Aey 
plan to take to beat by over 1 year, Ae time typically taken to design and 
implement a new information system. 

The current project plan does not provide a sufficient roadmap of project 
activities. Therefore, actual activity and progress cannot be compared to planned 
activity and progress. The plan lists general descriptions of tasks, but does not 
describe how Ae task will be accomplished or provide timeframes. For example, 
Ae plan lists broad work items and a description, such as "System Development 
Plan: Create and maintain the system development plan. " 

Further, Ae plan does not allocate time or costs to Ae tasks. Also, Ae only 
milestone dates in the project plan are for major events affecting Ae delivery of 
Ae new system, such as "Development Commercial Off-the-Shelf Hardware attd 
Software Procurement Issued - June 29, 2001" or "Data Migration Plan 
Submitted for ODI Approval - May 31, 2002." However, several of Ae major 
events do not have an estimated date and are labeled “to be determined.” 

Poorly defined system goals and requirements may lead to expanding Ae scope of 
the project and changmg Ae proposed system. As a result, costs and timefirames 
may significantly mcrease. Historically, Ae Department's systems development 
projects, mcluAng Aose usmg commercial off-Ae-shelf software, have been 
plagued by cost overruns and implementation delays. 

For example, DOT had mcurred contract costs of at least $26 million to develop a 
new financial management system using commercial off-Ae-shelf software. 
However, 1 year after Ae origmal implementetion date, Ae system was still not 
fuUy operatmg as mtended. Further, Ae costs of NHTSA's National Advanced 
Driving Simulator grew to almost twice Ae origmal estimate and Ae simulator 
was completed 3 years later than originally estimated 
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ODI describes its new information system efforts as an acquisition of commercial 
off-the-shelf software. However, the software will require modifications and 
involve systems development work. 

The National institute of Standards and Technology (NIST) outiines validation 
and verification procedures to ensure that software development efforts ate 
successful. One of these procedures includes having an independent entity 
validate and verify that the system meets the user's needs. Given that this project 
has a fixed deadline and uses a time and materials contract, it is critical that 
NHTSA obtain the services of an independent entity to assess GDI's and Volpe's 
ability to complete a quality information system on time and within budget 
Specifically, the independent entity would validate and verify the contractor’s 
progress, reduce development risk, and advise NHTSA of its findings. An 
independent assessment of the new defect information system project can help 
ODI spot problems before they result in major cost increases and schedule 
slippages - a step NHTSA now plans to take. 

Currently, the Chief of the Information Management Division of the Office of 
Safety Assurance serves as the project manager on an as-needed basis and retains 
his other information management responsibilities. Given NHTSA's agreement to 
obtain the services of an independent entity to validate and verify the contractor's 
progress and reduce development risk, we have eliminated a recommendation in 
the draft report to assi^ a full-time project manager. 

The Chief of Volpe’s Computer Center told us that about 12 of the Center's staff 
will be involved in the project. Further, Computer Science Corporation, a 
contractor for Volpe, wiU have an equivalent of 16 full-time individuals assigned 
on the project. But their roles, responsibilities and tasks have not been clearly 
defined. 

To further prevent cost oveinms and changes in the scope of the project, ODI must 
examine and clearly define its staff duties and responsibilities and the processes 
and procedures required to address how the system will be used. Further, ODI 
must conduct a technical analysis of the current defect database to detennine the 
accuracy and completeness of the data, and to determine whether the database is 
serving the purpose for which it was designed. From August 2001 through 
January 2002, Volpe and ODI are holding workshops to define the detailed system 
requirements. Although the workshops are planned through January 2002, Volpe 
completed a draft of the detailed system requirements in November 2001. Further, 
Volpe officials have already begun desigiting the system. 

In addition to the key risk areas previously discussed. Table 2 summarizes 
additional risk areas and describes how the risks can be mitigated. 
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Table 2. Additional Risk Areas and 
Recommended Mitigation Actions 


Risk Area 

Risk Identified 

Recommended Risk Mitigation Actions 

Risk 

Management 

• Risk mitig^on is not dearly 
defined in the project plan 

• Incorporate into the detailed project plan the risk 
initiation plan identifting the testing phases and 
readinras assessment tasks. 

Reporting and 
Communication 

• Project status reporting is not 
frequent enough for png«:t size 
and timeframes. 

• Dae to the short ttmeframe planned for the proja:^, 
submit bi-weekiy status reports instead of monflily 
reports and include decisions pending, deliverabies 
submitted, and resources used by task. 

• Include an updated project plan with each status rqjort 
stfomitied. 

Documentation 
and Standards 

• Formalized structure fiar 

deliverable sien-nff docs not exi.st. 

• Estd>lish formal procedures for review and acceptance 

Change 

Management 

• Processes or procedures for 
tracking issues or changes in scope 
are not clearly defiiKd. 

• De\'eiop and document a process for issue tracking, 
including resolution procedures or the final impact to 
the overall project. 

• Track the number of revisions and the frequency for 
foe occurrences. 

• Develop a mitigation plan for limiting the impacts 
and/or frequency for change. 


NHTSA's Defect Database Is Not an Effective Early Warning 
System 

NHTSA’s defect database, which is the primary tool used by ODI to identify 
potential safety-related defects in vehicles and equipment, does not include 
comprehensive and available data that is representative of the extent of potential 
safety defects. The database is comprised of consumer complaints to NHTSA, 
past and ongoing ODI investigations, manufacturer recalls, and manufacturer- 
issued technical service bulletins. 

Manufacturer data, such as warranty claims and accident investigation data from 
other NHTSA databases, are not included in the defect database. ODI relies 
primarily on its assessment of consumer complaints to NHTSA to determine 
whether a potential defect exists and warrants opening an, investigation. Once 
ODI opens an investigation, it requests information from the manufacturer, such as 
the number of complaints, warranty claims, and lawsuits regarding the potential 
defect. However, with the TREAD Act’s early warning reporting requirements, 
manufacturers will report such data to ODI on an ongoing basis, before an 
investigation is opened. 

GDI's database significantly understates the number of potential safety defects. 
For example, ODI's database contains less than 10 percent of the complaints that 
consumers make to manufacturers. In our review of a random sample of 
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59 investigations opened by ODI in 1998, we found that GDI’s complaint database 
contained 483 complaints while the manufacturers' databases contained 
5,235 complaints. In one case, we found that the manufacturer received 
1,41 1 complaints regarding transmission failures resulting in the loss of fluid and 
increasing the risk of fire, while ODI received 32 complaints. 

ODI receives on average over 34,000 safety-related and non-safety-related 
complaints per year. The ODI staff responsible for reviewing complaints each 
receive and assess an average of 200 complaints per week, allowing an average of 
about 12 minutes per complaint to review the information and search the defect 
database for similar complaints, related investigations and recalls. However, ODI 
is planning to hire 18 additional staff- a 39 percent increase in staff. ODI intends 
to hire fom defects analysis staff, seven investigators, one statistician, two data 
entry and control staff, and four administrative staff. ODI has hired four defects 
analysis staff, three investigators and three administrative staff. 

Also, the defect database contains incorrectly recorded iirformation and does not 
contain complete information regarding a potential defect. For example, we found 
complaints where consumers described problems with failed brakes that led to 
accidents in which the airbags did not deploy. However, only the airbags and not 
the brakes were recorded as problems in the database. .41so, although complaints 
can be recorded lo reflect the severity of the defect reported, such as “Significant 
Hazard without Warning,” the data element is not consistently recorded. ODI staff 
told us that they primarily rely on the complaint descriptions for determining the 
alleged defect because they believe the other data elements are not consistently 
recorded, accurate oi useful. 

ODI defects analysts told us they search the text descriptions of complaints using 
keywords and read the descriptions to identify whether complaints are similar and 
may warrant further investigation. However, keyword searches are time- 
consuming and may produce different results, depending on the word used. For 
example, we searched the database for complaints that described problems with 
the brakes in a 1995 minivan. Using the keyword "brakes," we identified 
77 complaints. However, by using the keyword "braking" we only identified 
13 complaints. Likewise, different ODI staff members often do not come up with 
the same results due to the slight variances in the queries entered. Therefore, 
relevant complaints and a potential defect trend may not be identified. 

ODI defects analysts also develop their own methods to keep track of complaints 
and potential trends because similar complaints regarding a possible defect and 
new complaints are not flagged in the defect database. One staff member said he 
keeps hard copies of specific complaints in a file organized by make, model and 
year of the vehicle and periodically reviews the files. 
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The existing data in the defect database will serve as the foundation for the new 
informatioa system. Therefore, it is particularly important that ODI review and 
edit the existing data in the defect database for accuracy and completeness. 
However, the Associate Administrator told us that except for changing dates to a 
consistent format and the spelling of manufacturers’ names and models, ODI does 
not plan to identify and correct improperly/inconsistently recorded data. He 
further stated the review' of all complaint descriptions for accurate coding w'ould 
be too time-consuming and burdensome. Further, Volpe officials told us that, 
since they have yet to conduct a technical analysis of the defect database, they do 
not know the extent that data will be reviewed and edited for accuracy and 
completeness. 

We agree that reviewing and editing complaint descriptions would be time- 
consuming. However, most, if not all of the pertinent infonnation in the defect 
database is contained in the complaint description field. Simply ti'ansferring data 
from the defect database to the new system will result in ODI continuing to have a 
seriously flaw'ed sy.stem. 

Sources Other Than the Defect Database Rarely Sought to 
Supplement Complaints 

ODI rarely solicits internal and external information sources, such as NHTSA’s 
accident databases, insurance companies, and plaintiff attorneys, to determine the 
scope of a potential defect. Outside of tlie defects analysts contacting 
complainants to verify complaints, none of the 38 cases we reviewed that 
recommended opening an investigation indicated that additional sources were 
solicited. 

GDI's defect analysis procedures state “in rare cases, request information from 
insurance companies, automotive clubs, and other outside agency sources." 
According to the ODI Director, outside sources are used on a case-by-case basis. 
Fmther, the Special Assistant to the ODI Director told us that the defects analysis 
staff are encouraged to seek infonnation from outside sources; however, staff must 
balance the need for further information with the possible premature negative 
publicity for a vehicle or manufacturer because of an outside data inquiry. 
However, the defect analysis procedures do not provide examples or guidance for 
determining when it is appropriate to contact additional sources. 

NHTSA has databases, such as the Fatality Analysis Reporting System (PARS) 
and the National Automotive Sampling System (NASS), that contain data on 
motor vehicle accidents, including the vehicle manufacturer, model and model 
year. NHTSA’s databases may be useful for identifying trends by comparing the 
complaints with accident results. The data elements in FARS/NASS that might be 
useful include whether or not the vehicle rolled over, the number of vehicle 
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occupants injured or kille4 severity of injuries sustained, tire involvement, and the 
most serious aspect of the incident 

The Firestone tire incident illustrates the need for ODI to be more proactive and 
innovative in its information gathering techniques. The extent and the severity of 
the defect was not evident until ODI solicited and analyzed data from other 
sources. For example, by the time ODI opened an investigation. Firestone had 
already recorded 193 personal injury claims and 2,288 property damage claims, 
and it was a defendant in 66 lawsuits related to the ATX and Wilderness tires. 
Further, plaintiff attorneys also had information regarding lawsuits. However, 
ODI was not aware of the additional information until after it opened the 
investigation and requested the specific data. 

Although the TREAD Act requires that manufacturers report such early warning 
information to ODI on a periodic basis, it does not require that ODI be provided or 
solicit information from other sources, such as plaintiff attorneys or insurance 
companies. Therefore, rather than relying on consumer complaints and, in the 
future, manufacturer data, ODI needs to develop innovative techniques to collect 
and analyze information from a wider range of sources to help identify potential 
trends sooner. 

ODI's Procedures for Identifying Defects and Deciding to Open 
Investigations Can Be Strengthened by Establishing a Peer 
Review Process 

GDI’s cmrent processes and procedures for analyzing consumer complaints are 
not structured. The procedures do not provide a methodology or process for 
analyzing complaints. For example, the procedures state that defects analysis staff 
may review the defect database for complaints and review previous/current 
investigations for relevant issues, but do not describe how to conduct a thorough 
search of available data or how to analyze the data to identify trends. 

The procedures state diat defects analysis staff may recommend an investigation 
when, for example, they receive a number of complaints about the same problem 
within a short period of time or a single complaint indicating a severe safety 
consequence. We reviewed the defect database for 1995 through 1999 to identify 
the action taken by ODI in response to complaints citing at least one death. We 
found instances where there was no record of ODI recommending or opening an 
investigation. Further there was no record as to why action was not tAen. For 
example, 

• ODI received a complaint with a related death alleging the airbag in a 1995 
luxury vehicle did not deploy. However, the defect database had no record of 
an investigation being recommended/conducted or why action was not taken. 
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• ODI received a complaint with a related death alleging problems with a child 
safety seat (e.g., child ejected from the booster seat). The defect database had 
no record of an investigation being recommended/conducted for the same 
make/model child safety seat. Also, there was no record as to why action was 
not taken. 

The defect analysis procedures do not require, for example, that ODFs defects 
analysis staff notify senior management when they receive a complaint involving a 
serious injury so a timely decision can be made to recommend or open an 
investigation. In contrast, the Consumer Product Safety Commission (CPSC) 
requires that its Emerging Hazards Division, responsible for analyzing hazard 
data, immediately notify the Director of Recalls and Compliance and pertinent 
staff of any data indicating grievous injury, death, or multiple incidents. 

NHTSA's Associate Administrator for Safety Assurance told us that there are not 
specific processes or procedures for opening investigations. Rather, investigators 
prioritize the opening of investigations based on the seriousness and frequency of 
the complaint(s). We noted several instances in which GDI’s defects analysis staff 
recommended an investigation based on the seriousness and frequency of the 
complaint(s). However, the investigative staff did not prioritize and open the 
investigations. 

Specifically, in 38 of the 59 cases in our random sample, GDI’s Defects Analysis 
Division recommended that an investigation be opened based on its analysis of 
complaint data.^ However, GDI’s Investigation Division did not open an 
investigation in 10 of the 38 or 26.3 percent of the cases. For example, 

• Over a 9-year period, from 1989 to 1998, ODI had 153 complaints with reports 
of injuries and alleged fires and burning, smoking, or melting in the steering 
column of two specific 1987-1989 vehicle models. Although ODI defects 
analysis staff recommended an investigation be opened, one was never started. 

GDI’s investigative staff does not document the reason(s) for not opening an 
investigation. However, GDI’s Special Assistant to the Director told us that, at 
the time this investigation was recommended, the National Traffic and Motor 
Vehicle Safety Act only required manufacturers to provide a free remedy for 
recalled vehicles up to 8 years. The vehicles cited in the complaints were older 
than 8 years old. However, we question why GDI’s Defects Analysis Division 
did not spot the possible defect trend before 1998, ODI received 86 percent of 
its complaints, 131 complaints of a total of 153 complaints, between 1989 and 
1996. 


’ The remaihing 21 cases started irametiiately as investigations, bypassing the defect analysis phase. 


Findings 


13 



83 


• Over a 4-month period, ODI received six complaints alleging airbag non- 
deployment in a specific 1998 sedan after a frontal crash. All complainants 
noted injuries with one complainant seriously injured. ODI did not open an 
investigation although a crash reconstruction specialist investigating (he 
accident involving the seriously injured driver concluded that the airbag should 
have deployed. 

ODI officials told us they did not open an investigation because the accident 
involving the seriously injured driver was an isolated incident. Furthermore, 
regarding the other five complaints, an ODI Chief in investigations said the 
crashes did not involve sufficient impact to warrant airbag deployment since 
they were driving at a low speed when the crashes occiured. 

• Over a 4-month period, ODI received three complaints alleging front 
suspension torsion bar breakage in two specific 1993-94 minivan models that 
could cause the driver to lose control of the vehicle and increase the risk of a 
crash. Although ODI's Defects Analysis Division recommended an 
investigation be opened, one was not conducted. 

An ODI Chief in investigations said that an investigation was not warranted 
because it had no reports of crashes or loss of vehicle control and because 
three complaints did not constitute a high enough failure rate to warrant an 
investigation. In contrast, another case that ODI recommended investigating 
had three complaints in a 1-year period. The complaints had no reports of 
crashes, but alleged front suspension coil spring breakage, which posed a 
potential compromise to the driver’s ability to control the vehicle. In this case, 
ODI opened an investigation. 

• Over a 22-month period, from February 1997 to November 1998, ODI 
received 23 complaints alleging exhaust leakage in a specific 1993 minivan 
with some complainants reporting headaches, nausea, and dizziness. The 
manufacturer issued three technical service bulletins regarding broken exhaust 
manifolds and odors in the minivan. Although ODI defects analysis staff 
recommended opening an investigation, one was not conducted. 

GDI’s Chief of Defects and Recall Information Analysis told us that a defect 
trend was not supported and that it was highly unlikely that exhaust ftimes into 
the cabin would cause the reported complaints of sickness. However, the 
manufacturer issued three technical service bulletins over 2 1/2 years, and ODI 
received multiple complaints on this problem. Therefore, we question why an 
investigation was not opened. 

A peer review panel meeting regularly to discuss actions to be taken regarding 

recommended cases would improve ODI's consistency in opening investigations. 

Peer review is effective for answering questions such as how data supporting the 


Findings 


14 



84 


opening of an iii-vestigation compare to the data in a similar case that was 
investigated, Tire prior examples regarding the torsion bar and coil spring 
breakages illustrate how ODl may benefit from establishing a peer review panel 
and process. 

A peer review panel can be effectively used to provide a thorough and consistent 
assessment of the quality of GDI's support for recommending and opening an 
investigation. The panel could consist of the Chiefs of the Defects .Analysis and 
Investigation Divisions, as well as defects analysis and investigative staff. The 
panel would draw on the institutional knowledge of the ODI staff and bring 
management togetlier to identify high priority cases and to ensure a degree of 
consistency in the decision making process. 

We recognize that it is not possible to define processes and procedures that will 
enable ODI staff to identify potential defects with 100 percent accuracy. But, ODI 
can improve the quality of its decision making by clarify-ing its defect analysis and 
investigative procedures and documenting the process for recommending and 
opening investigations. The new procedures should instruct ODI staff on how to 
(1) conduct a thorough search of available data for potential defects; (2) analyze 
the data and identify trends; (3) develop a recommendation for opening an 
investigation; and (4) document in the new information system why action was not 
taken. Also, the procedures should describe the purpose and objectives of the peer 
review panel and the peer review process. 

In addition, ODI can ensure consistency by conducting training for its entire staff 
regarding the revised procedures. This is imperative since ODI plans to hire an 
additional 18 staff, a 39 percent increase in staff. Further, more specific 
procedures are needed because ODI will receive and analyze a high volume of 
new data, such as warranty claims from vehicle manufacturers. 

ODI Does Not Have a Process for Monitoring the Opening of 
investigations 

The ODI Director stated that cases that do not result in an investigation remain 
open for monitoring and are never closed. ODI staff are responsible for 
monitoring the cases for new complaints and trends, but are not required to submit 
progress or status reports on their efforts. Therefore, ODI senior managers do not 
know whether staff search for new complaints or whether a case should be re- 
evaluated for investigation. We searched the defect database for the 10 cases in 
OUT random sample that did not result in an investigation. We identified additional 
complaints in 7 of the 10 cases, and in 2 of the cases the number of complaints 
significantly increased; however, ODI did not open an investigation. Specifically, 

• Within 1 year after ODI decided not to open an investigation into the non- 
deployment of airbags in the 1998 sedan presiously cited, the number of 
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complaints quadrupled ftom 6 ccsnplaints to 24 complaints, but ODI still did 
not open an investigation. Since ODI does not maintain monitoring records, 
we do not know whether ODI staff ttacked/reported the additional complaints 
or recoimnended ^ain that an investigation be opened. 

• Within 1 year after deciding not to open the investigation into the exhaust leaks 
in the 1993 minivan previously cited, we found the complaints more than 
doubled from 23 to 53 complaints. However, ODI still did not open an 
investigation. 

Most ODI Investigations Result in a Recall 

Our analysis of the random sample of investigative cases indicated that over 
60 percent of ODI investigations result in a recall. Specifically, 30 of the 
49 investigations in our sample resulted in a recall. However, as shown in 
Table 3, from 1996 to 2000, manufacturers, without an ODI investigation, initiated 
80.9 percent of the safety-related recalls. ODI investigations accounted for the 
remaining 19.1 percent. However, ODI is responsible for almost 55 percent of tfie 
total number of vehicles and equipment recalled during this same period. 


Tables. Manufacturer Initialed and 
NHTSA Influenced Safety Recalls 
1996-2000 
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NHTSA Difluenced 


Vehicles, 
Equipmeot aiHi 
Tires lavolved 


Vehicles, 
Equipmeat 
and Tires 
Involved 


Valdes, 
Equi{»ne&t: 
and Tires 
Evolved 

199< 

■Ky 

16,932,587 

—m 

KiBiiim 

58 


1997 

■Kn 


■Kl3 


51 


1998 

■Klill 



■BIQEQI 

61 


1999 

■K^ 

■KEE^Sl 



66 


2000 

446 

38,863,195 

383 


63 




—III II ^ 

■ma 

63,207,071 

mmm 

mamynuria 





5,?11,3?7 

61 



■Km 


■1^] 

12,641,414 



Perccntasa 

■iiiiTiiaa 




19.1% 

54.8V0I 


As shown in Figure I, recalled vehicles and equipment that were actually repaired 
remained relatively constant at 70 percent on average from 1995 to 1999. ODI’s 
Chief of Defects and Recall Information Analysis told us that he considers a recall 
adequate if the manufacturer repairs at least 60 percent of the vehicles/equipment 
recalled. Furtiter, he stated that generally the mote severe the defect the hi^er the 
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recall completion rate. For example, an owner is more likely to bring a vehicle in 
for repair if one of the consequences of the defect is a fire while using the vehicle. 
In contrast, if the owner decides that the defect may not impact their vehicle, such 
as overheating of a headlight switch when towing, then the completion rate tends 
to be lower. 


Figure 1. Safety Recall Completion Rates 
1995 to 1999 



Using Best Practices Can Improve ODi’s Defect Anaiysis and 
Investigation Processes 

In our review of regulatory agencies' authority and practices, we found that the 
scope and extent of CPSC’s regulatory authority most closely parallels NHTSA’s. 
Over the years, CPSC has made changes, such as the use of multiple information 
sources, in how it collects data to identify hazards. These changes were the result 
of CPSC’s owti efforts, as well as in response to a 1997 U.S. General Accounting 
Office report, CPSC employs several methods that may be used by ODI to 
identify defects, prioritize investigations, publicize recalls, and involve senior 
management in the decision making process. The best practices are illustrated in 
the following examples. 


Multiple Sources of Information Are Used to Identify Defects 

CPSC uses several sources of information and databases to detect safety-related 
problems in products. The sources of information include: (1) data from coroners, 
fire departments, hospitals, emergency rooms and trade associations as well as 
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product liability lawsuits, newspaper articles on accidents, hotline complaints and 
written consumer complaints; (2) field data collected by investigators including 
investigation reports and findings; and (3) compliance data that include corrective 
actions taken by manufacturers. 

Investigations and Recalls Are Prioritized Based on Severity of 
Hazard 

CPSC requires that its Emerging Hazards Division, responsible for analyzing 
hazard data, immediately notify the Director of Recalls and Compliance and 
pertinent staff, of any data indicating grievous injury, death, or multiple incidents. 
Also, CPSC establishes criteria for selecting potential hazards to address. These 
criteria are written in agency regulations and include the severity of the risk, the 
intended or foreseeable use or misuse of the product, and the population group 
exposed to the products including children, the elderly, and the handicapped. 

CPSC uses a hazard priority classification system to assist in selecting the level 
and intensity of the corrective action the manufacturer should initiate as part of a 
recall. For example, a Class A hazard, the highest priority, is reserved for product 
defects that present a strong likelihood of death or grievous injury to the 
consumer. Class A hazards warrant the liighest level of manufacturer and 
Commission attention. Manufacturers must take immediate and comprehensive 
corrective action to identify and notify consumers, retailers, and distributors. 

Corrective Actions Are Developed by CPSC and the Manufacturer 

Once CPSC and the manufacturer agree on the need for a remedy to correct a 
product defect, they work together to develop an effective plan for notifying the 
public and implementing die recall. One condition of the recall is that the 
company must agree that CPSC may publicize the terms of the corrective action 
plan to inform the public of the hazard. CPSC publicizes recall information in a 
variety of ways. For example, CPSC develops the wording of the press release, 
and the press release is then issued jointly with the manufacturer. Manufacturers 
may also be required to use additional methods to pubhcize the recall, such as 
television announcements, recall posters in stores that sold the defective product, 
and website announcements. 


Senior Management Is Involved in the investigation and Recall 
Pmcess 

Commissioners meet weekly with senior compliance managers to discuss the 
status of investigations and recent emerging hazards data. Additionally, the 
Commissioners receive monthly reports from the Director of Compliance 
summarizing potential defects, ongoing investigations, newly opened 
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investigations, and recall remedy plans. Also, the Commissioners are immediately 
informed of complaints or notices involving a death or risk of serious injury. 


Recommen da tions 

We recommend that the NHTSA Ad mini strator 

1 . Ensure the timely completion of TREAD Act rulemakings and other actions 
by: 


• Continuing to report to the Secretary and begin reporting to Congress on a 
routine basis, the milestone dates, budget estimates, and actions required to 
complete the TREAD Act rulemakings/actions, as well as GDI’s new 
information system. To keep NHTSA on course in completing the TREAD 
Act mlemakings, both the Department and NHTSA will have to adhere to 
the milestone dates and work with OMB when its review is required. 
NHTSA, as well as other entities that must revdew the proposed rules, will 
need to adhere to the rulemaking schedules. 

2. Ensure consistency in recommending and opening investigations and that 

highest priority cases are investigated by: 

• Establishing a peer review panel and process to ensure data used to identify 
potential defects are comprehensively and thoroughly analyzed and that 
investigations are opened and prioritized in a consistent manner. The panel 
could include the Cliiefs of the Defects Analysis and Investigation 
Divisions, as well as defects analysis and investigative staff. Further, the 
peer review should be conducted on a routine basis and decisions 
documented to ensure consistency in the decision making process. 

• Developing new defect analysis and case opening procedures. 

• Training personnel regarding the new defect analysis and investigative 
procedures. 

• Identifying innovative techniques for collecting and analyzing defect 
information from a wider range of sources. 

• Evaluating best practices and using them as appropriate. 
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3. Ensure that ODI has the appropriate information system infi'astructure and 
processes in place to promptly identify potential defects as intended by the 
TREAD Act by: 

• Obtaining the services of an independent entity to validate and verify the 
contractor's progress, reduce development risk, and advise NHTSA of its 
findings. 

• Mitigating the risks identified in this report regarding the new defect 
mformation system. 

• Reviewing and editing the existing data in the defect database for accuracy 
and completeness before transferring the data to the new information 
system. 

Management Response and OIG Comments 

The draft report was provided to NHTSA on November 7, 2001. OIG staff 
subsequently met with the Associate Administrator for Safefy Assurance and ODI 
Director to discuss the draft report findings and recommendations. In its 
December 4, 2001 written response to the draft report, NHTSA agreed to 
implement all of the recommendations or proposed an acceptable alternative 
action with one exception. NHTSA’s comments are presented in the Appendix to 
this report. 

In response to our recommendations, NHTSA agreed to ensure the timely 
completion of TREAD Act rulemakings and other actions by continuing to work 
with the Department and other entities to meet the TREAD Act deadlines. 
Although we also recommended that NHTSA begin reporting the status of its 
TREAD Act efforts to Congress, NHTSA proposed that it continue to brief 
congressional committee staff on the status of the TRE.AD Act requirements and 
provide further mformation when specifically requested by Congress. We 
consider NHTSA’s proposed alternative action acceptable. 

In its reply, NHTSA commented that the numerous complex TREAD Act 
rulemakings involving key safety issues with statutory deadlines, such as updating 
the tire standards and improving the safety of child restraints, should have little or 
no impact on the ability of NHTSA to issue the early warning rale in a timely 
manner. 

However, as stated in our report, the issue with the TRE.AD Act rulemakings is not 
just the number of rules NHTSA has to complete. Rather, the issue is the timely 
completion of complex and/or controversial rules with statutory deadlines. For 
example, completing the early warning reporting requirements rule by June 30, 
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2002, is not fiiUy within NHTSA's control and will require extensive coordination 
with other offices and entities who have a role in approving or commenting on 
proposed rules. 

In the Fiscal Year 2002 DOT Appropriations Conference Report, Congress 
directed NHTSA to submit a notification letter to the House and Senate 
Committees on Appropriations if there is reasonable likelihood that the agency 
will not meet the deadlines specified in the TREAD Act. For these reasons we 
recommended that, to keep NHTSA on course in completing the TREAD Act 
rulemakings, both the Department and NHTSA will have to adhere to the 
milestone dates and work with 0MB when its review is required. NHTSA as w'ell 
as other entities that must review the proposed rules, will need to adhere to the 
rulemaking schedules. 

To ensure consistency in recommending and opening investigations and that high 
priority' cases are investigated, NHTSA agreed to: 

• develop new defect analysis and case opening procedures and train personnel 
in these new procedures; 

• establish a peer review panel and process; and 

• identity innovative techniques for collecting and analyzing defect information 
from a wider range of sources. 

Although NHTSA agreed to develop new defect analysis and case opening 
procedures and processes, it also stated that the procedures currently used by GDI 
to identify potential safety defects that warrant formal investigation have worked 
well and that few, if any, significant safety defects have escaped detection. We 
strongly disagree with this statement. The Firestone tire incident, subsequent 
passage of the TREAD Act, and the case examples cited in our report clearly 
illustrate that GDI’s processes and procedures need major improvements. 

In addition, although NHTSA agreed that it is appropriate to identify and adopt 
“best practices” for identifying and investigating defects, it needs to specify how it 
plans to evaluate the best practices and which best practices it will use. 

NHTSA also agreed to ensure that GDI has the appropriate information system 
infrastructure and processes in place to promptly identify potential defects as 
intended by tlie TREAD Act. Specifically, NHTSA agreed to: 

• review and edit the existing data in the defect database for accuracy and 
completeness before transferring the data to a new information system; 

• mitigate the risks identified in this report regarding the development of a new 
defect information system; and 
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• obtain the services of an independent entity to validate and verify the 
contractor’s progress, reduce development risk, and advise NHTSA of its 
findings. 

NHTSA needs to provide a target date for mitigating the risks identified in this 
report and obtaining the services of an independent contractor. 

NHTSA did not agree with our draft report's recommendation to assign a full-time 
experienced project manager to the new infotmation system project. Given 
NHTSA's agreement to obtain the services of an independent entity to validate and 
verify the contractor's progress and reduce development risk, we have eliminated a 
recommendation in the draft report to assign a full-time project manager. 
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Exhibit A. Major Contributors to This Report 
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Exhibit B. Objectives, Scope and Methodology 

Our review was performed at the request of Senator John McCain, Ranking 
Minority Member, Senate Committee on Commerce, Science, and Transportation. 
The Committee, at its September 12, 2000 Firestone tire recall hearing, examined 
the manner in which ODI handles information received from consumers, insurance 
companies, and manufacturers, and questioned ODTs preparedness for haiidimg 
information that may contain early warning signs of product defects. 

Senator McCain specifically requested that we: (1) evaluate the quality and 
quantity of data and criteria NHTSA uses to identify vehicle safety problems; 
(2) assess the efficiency of NHTSA procedures.'processes for initiating and 
investigating problems, and issuing consumer alerts or recalls; and (3) identify 
notification, investigation and recall requirements considered as “best practices” 
by other regulatory agencies and that may be used as models for improving ODI. 

To evaluate the quality and quantity of da'a and criteria NHTSA uses to identify' 
vehicle safety' problems and assess the efficiency' of NHTSA 
procedures/processes, we took a stratified random sample of 316 investigative 
phases started by ODI in 1998. The stratified random sample was taken from 
1998 to ensui'e that the investigations chosen for review included the 
manufacturers' reporting of recall completion rates for six quarters. 

Using a 90 percent confidence level we took a stratified random sample of the 
3 16 investigative phases resulting in a total of 59 cases for in-depth review - 
20 initial evaluations, 12 preliminaiy evaluations, 5 engineering analyses, 
6 seivice queries, 5 recall queries, and 1 1 recalls. In selecting our sample we 
focused on individual investigative phases; however, once the sample was selected 
we reviewed all phases of a case fi'om start to finish. For example, if an initial 
evaluation was selected in the sample, we review'ed the entire investigative case 
including the initial evaluation and the corresponding preliminary evaluation, 
engineering analysis, and/'or recall. Therefore, the case was reriewed from the 
first action taken by ODI to the last action taken. 

For the 59 cases, ODI promded us with peitinent documents in the public file, 
such as the opening and closing reports, infomiation requests, manufacturer 
responses, and recall notification letters. We reviewed and analyzed the 
information in each case, focusing on the action taken hy ODI. We evaluated the 
cases for triggers or criteria for opening an investigation, such as complaints, 
complaint rate, crashes, injuries, deaths, and fires. We reviewed the timeframes to 
complete each phase. We also compared the cases at each investigative phase. 
Based on our analysis, we determined whether the action taken by ODI was 
“reasonable.” 
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To further assess the quality and quantity of data NHTSA used to identify vehicle 
safety problems, we contracted with a systems analyst consultant to assist us in 
performing database and trend analysis of NHTSA’s (1) Defect Information 
Management System (DIMS) database, (2) Fatality Analysis Reporting System 
(PARS), and (3) National Automotive Sampling System (NASS)/General Estimate 
System (GES). 

The focus of the DIMS analysis included: (1) examining the ability of the system 
to maintainysupport data integrity; (2) evaluating the ability of the system to 
support complaint analysis, relationships and associations, such as the relationship 
of complaint to investigation information; and (3) determining the system’s 
potential for detecting complaint trends or for using DIMS as an early warning 
system. We also identified the weaknesses and strengths of using DIMS as a 
primaiy tool and PARS and NASS as secondary tools for identifydng potential 
defects. In addition, we evaluated DIMS’ ability to support the additional 
information and analysis requirements resulting from the TREAD Act. 

Further, the consultant assisted us in evaluating GDI’s and Volpe National 
Transportation Systems Center’s proposed information system architecture and 
implementation plans to replace DIMS. Specifically, the consultant (1) evaluated 
GDI’s progress in developing the new system, and (2) identified the risks, if any, 
with the proposed system and how the risks could be mitigated. 

To assess the efficiency of NHTSA procedures and processes for initiating and 
investigating safety problems, we reviewed and analyzed applicable laws, 
regulations, orders/notices, guidelines and policy statements regarding motor 
vehicle safety and safety-related defects. We also evaluated GDI’s processes and 
procedures as part of the in-depth case reviews. We interviewed NHTSA’s 
Associate Administrator for Safety Assurance, as well as GDI’s Director, Division 
Chiefs, investigators, and defects analysts. In addition, we interviewed NHTSA 
officials from the Office of General Counsel and the Office of Plans and Policy, 

To identify notification, investigation and recall requirements considered as "best 
practices" by other regulatory agencies, we reviewed and analyzed laws and 
regulations pertaining to the Consumer Product Safety Commission (CPSC), Food 
and Drug Administration (FDA), and Research and Special Programs 
Administration - Office of Pipeline Safety (RSPA-OPS). We also interviewed 
senior management officials from CPSC, Emdronmental Protection Agency, 
Federal Aviation Administration, Federal Railroad Administration, FDA, 
Occupational Safety and Health Administration, United States Coast Guard, and 
RSPA-OPS. 

To further evaluate NHTSA’s efforts to identify potential safety-related defects 
and to implement the TREAD Act, we interviewed the previously cited NHTSA 
officials as well as fornier NHTSA senior executives. We also interviewed 
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officials from: (1) safety organizations including Advocates for Highway and 
Auto Safety. Center for Auto Safety, Insurance Institute for Higlrway Safety, 
Public Citizen, and Safety Forum; (2) automobile manufacturers including 
DaimierChry'sler Corporation; Ford Motor Company; General Motors 
Coiporation; Toyota Motor Sales, USA, Inc.; and Volkswagen of America, Inc-; 
and (3) the Alliance of Automobile Manufacturers. 

Our work v\'a,s performed at NHTSA Headquarters in Washington, D.C., from 
October 2000 to September 200! in accordance with Governmen t Auditing 
Standards prescribed by the Comptroller General of the United States, 


PRIOR AUDIT COVERAGE 

RevieWsS by the Office of Inspector General 

We have not issued any reports on NHTSA’s Office of Defects Investigation 
w'lthin the past 5 years. 

Reviews by the U.S. General Accounting Office (GAO) 

In January 2001, GAO issued a report on NHTSA’s ability to detect and recall 
defective replacement crash paits because of potential concerns about tine safety of 
afteiTnarket crash paits and recycled anbags. GAO found that NHTSA has broad 
authority' to set safety standards for aftermarket crash parts. However, NHTSA 
has not determined that these parts pose a signi:Qcant safety concern and has not 
developed safety standards for them. GAO also found that NHTS.A's ahilityr to 
identify and recall unsafe aftermarket parts is limited. 
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Exhibit C. Actions Taken by NHTSA to 
Implement the TREAD Act 

(As of December 2001) 


TREAD Act 
Section 

Purpose 

Actions to 
Implement 
TREAD Act 

Statutory 

Deadline 

Action to Date 

§ 3(c); Sale or 
Lease of 

Defective Tires 

Requires indviduals to report to Hie Secretary 
when knowngly and willfiily selling or leasing for 
use on a vehicle a defective or noncompliartf tire 
when having actual knov^edge that tile 
manufacturer has notified dealers erf such defect or 
noncompllance. 

Rulemaking 

01/29/01 

Completed: Final 
Rule issued 
07/23/01. 

§ 5(b): Safe 

Harbor 

Precludes Individuals tom recei\4ng mminal 
punishment if the person {1} at the time of the 
violation, did not know that the violation would 
cause death or serious ir^ury and (2) corrects the 
improper report or failure to report vwthina 
reasonable time. The Secretary shall establish by 
regulation what constitutes reasonable time and 
sufficient correction. 

Rulemaking 

01/29/01 

Completed: Final 
rule issued 

07/24/01. 

§ 3(d): Insurance 
Study 

Requires the Secretary to determine the capability 
and benefits of obtaining aggregate information 
raqardinq insurance claims. 

Study 

03/01/01 

Completed: 

Report issued on 
03/05/01. 

§ 13: Tire 

Pressure Wamirq 
Device 

Requires a warning system in new vehicles to 
indicate to the driver when a tire is significantly 
underinflated. Requirement becomes effective 

2 years after the comdetion of the rulemakinq. 

Rulemaking 

11/01/01 

Notice of Proposed 
Rulemaking issued 
07/26/01. 

§ 14(h): Booster 
Seat Study 

Requires the Secretary to study the use and 
effectiveness of booster seats and submit the 
results to Conoress, 

Study 

11/01/01 

Draft report 
undergoing final 
Agency review. 

§ 14(1): Education 
Program 

Requires tiiS Secretary to dev^(X) a 5-year 
strategic plan to reduce deaths and Injuries, 
caused by failure to use booster seats, by 25% 
amonq 4 to 8 vear olds. 

Program 

11/01/01 

Draft plan 
unde.^oing final 
Agency review, 

§ 15: Recall 

Criteria 

Requires the Secretary to review and update all 
standards, criteria, procedures, and methods in 
determining whether to open a defect or 
noncorripiiance investigation. The Secretary shall 
report findinqs to Congress. 

Report 

11/01/01 

No action yet taken 
by NHTSA. 

§ 16: Follow-Up 
Report 

Requires the Secretary to r^rt to Congress on 
the implementation of the TREAD Act and provide 
recommendations for additional amenctonents. 

Report 

11/01/01 

Draft Report 
undergoing final 
Agency review. 

§10: Tire 
Standards 

Requires ti:e Secretary to update the tire standards 
(Standards 109 and 119). 

Rulemaking 

06/01/02 

Notice of Proposed 
Rulemaking sent to 
the Office of the 
Secretary (OST) on 
09/10/01. 

§ 11; Improved 

Tire Informafion 

Requires the Secretary to improve the labeling of 
tires to assist consumers in identifying tires that 
may be subject to a recall. 

Rulemaking 

06/01/02 

Notice of Proposed 
Rulemaking issued 
12/19/01, 
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TREAD Act 
Section 

Purpose 

Actions to 
Implement 
TREAD Act 

Statutory 

Deadline 

Action to Date 

§3(b): Early 
Warning 

Requires manufacturers to report claims ffata 
warranty data, customer satisfaction campaigns 
and recalls, and ar^y incident of serious injuries or 
fatalities (allegedly or proven to be caused by a 
possible defect) for wNch the manufacturer 
receives actual notice. 

Rulemaking 

06/30/02 

Notice of Proposed 
Rulemaking issued 
12/21/01, 

§ 12: Rollover 
Tests 

Requires the deveic^ient ot a dynamic test on 
rollovers by 1 1/01/02 and creation of a caisimw 
information program. The Secretary shall corKiuct 
a rulemaking to determine how best to dsseminate 
the test results. 

Ratings 

Program 

11/01/02 

Request for 
Comments 
published on 
07/03/01, 

§ 14(a): Safety of 
Child Restraints 

Requires the Secretary to draft regulations for 
improving the safety of child restraints, including 
minimizing head injuries from side inpact 
collisions. The Secretary must conader several 
criteria, therefore resulting inmiJliple rulemakings. 

Rulemaking 

11/01/02 

Notice of Proposed 
Rulemaking sent to 
OST on 12/03/01 

§ 14(g): Ratings 
Program 

Requires the Secretary' to establish by regulation a 
child restraint safety rating consumer information 
program. 

Rulemaking 

11/01/02 

Notice of Proposed 
Rulemaking issued 
11/06/01. 

§ 3(a): Report on 
Defects in 

Foreign Countries 

Requires manufacturer to report vwthin 5 working 
days when conducting a safety recall or other 
safety campaign in a foreign country for an 
identical or substantially similar vehicle as a 
vehicle offered for sale in the United States 

Rulemaking 

None 

Notice of Proposed 
Rulemaking issued 
10/11/01, 

§ 5(a): Civil 
Penalties 

Amends the regulatiars to reflect changes in the 
National Traffic and Motor Vehicle Safety Act 
regarding civil penalties. 

Rulemaking 

None 

Completed: Final 
Rule issued 

11/14/00, 

§6(a): 

Acceleration of 
Remedy 

Peimits the Secretary to require manufacturers to 
accelerate the remedy program if the Secretary 
finds that toere is a risk of serious injury or death 
and that the acceleration can be reasonably 
achieved by expariding the sources of replacement 
parts, authorized repair facilifies. or both. 

Rulemaking 

None 

Notice of Proposed 
Rulemaking issued 
on 12/11/01, 

§6(b): 

Reimbursement 
Prior to Recall 


Rulemaking 

None 

Notice of Proposed 
Rulemaking issued 
on 12/11/01. 
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TREAD Act 
Section 

Purpose 

Actions to 
Implemmt 
TREAD Act 

Statutory 

Deadline 

Action to Date 

§7: Sale of 
Replaced Tires 

Requires manufacturers to include in remedy 
programs a plan for how manufacturers will 
prevent replaced tires from being resold and how 
to limit disposal of r^laced tiies in landfills. 
Manufacfuter wl include infr^maSon ^ut the 
impfementafion of the plan in each quart^y r^ort 
to the Sscretatv, 

Rulemaking 

None 

Notice of Proposed 
Rulemaking issued 
on 12/18^1. 

§ 8: Sale of 

R^laced 

Equipment 

Prohibits the sale or lease of any vehicle 
equipment (including tires] for installation on 
vehicles when the equipment is subject to a recall. 
An exception exists if the defect or noncompliance 
is remedied before delivery. 

Rulemaking 

None 

Notice of Proposed 
Rulemaking issued 
07/23/01, 

§ 9: Certificafion 
L^l 

Requires intermecfiate or final stoge 
manufecturers, forveHdes built in more than one 
sta^, to cerfify that they crxnplied v^lh 
specifications fKJvirted by the first manufecturers 
or that they have elected to assime responsibility 
for compli^ng with the Federal Motor V^icie 

Safety Standards, 

Rulemaking 

None 

Drafting 

Rul^akif^ 

Sufport P^ser. 
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Office of Defects Investigation Mission Statements 

Office of Defects Investigation 

Mission: Conduct testing, inspections, and investigations necessary for the 
identification and correction of safety-related defects disclosed in motor vehicles 
and equipment, and administer the safety-related defect notification requirements 
of the National Traffic and Motor Vehicle Safety Act of 1966, as amended. 

information Management Staff 

Mission: Compile information and data provided by consumers concerning 
potential safety-related defects. Provide and operate a data management system 
for collection, storage, retrieval, and analysis of all information and data received 
in ODI pertinent to accomplishing the office mission. Develop supportive special 
reports, statistical data, presentations and analyses, and prepare in-depth replies to 
correspondence relating to the ODI mission. 

Defects and Recaii Information Analysis Division 

Mission: Collect and analyze complaint and defect information and data for the 
identification and technical determination of incidents and trends indicating the 
existence of a potential safety-related defect that may lead to a recall campaign or 
public disclosure of a safety problem. Perform the initial technical analysis of all 
data that ODI receives, and conduct field investigations, surveys, and testing to 
locate and identify potential safety-related defects in motor vehicles and related 
equipment. Administer the manufacturers' defect notification systems and recall 
procedures for motor vehicles and related equipment. 

Investigation Divisions - Vehicle Control, Vehicle Integrity, and 
Medium and Heavy Duty Vehicle Divisions 

Mission: Perform the initial and in-depth engineering and technical analysis of all 
data received by ODI and other sources to locate and identify potential safety- 
related defects in motor vehicles and related equipment. Provide the invesdgative 
and technical expertise and the initiative required to support each phase of the 
investigation through testing, field investigations, and surveys. Assure the 
creation of appropriate investigative documentation to support official defect 
determinations and for use in the event of litigation. 
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Appendix. Management Comments 


Q Memorandum 

U.S. Department 
of Transportation 

National Highway 
Traffic Safety 
Administration 


Subject: NHTSA’s Response to the Recommendations in Date: December 4, 2001 

the OIG Draft Report, “Review of the Office of 
Defects Investigation;” Project No. OOM3017MOOO 

From: Jeffrey W. Runge, M.D. 

Administrator Reply to 

Attn of: 

To: Thomas J. Howard 

Deputy Assistant Inspector General 

for Maritime and Highway Safety Programs 


This memorandum sets forth the response of the National Highway Traffic Safety 
Administration (NHTSA) to the recommendations contained in the subject draft report 
prepared by your office. We thank you and your staff for the extensive efforts exerted in 
preparing the draft and look fonvard to working with your office on this and other matters of 
mutual interest. 

Recommendation No, 1: Ensure the timely completion of TREAD Ac: rulemakings and other 
actions by; 

• Continuing to report, to the Secretary and begin reporting to Congress on a routine basis, 
the milestone dates, budget estimates, and actions required to complete the TREAD Act 
rulemakings/actions as well as GDI’s new information system. To keep NHTSA on course 
in completing the TREAD Act rulemakings, the Department will have to establish 
schedules for meeting deadlines at each rulemaking stage and work with 0MB when its 
review is required. 

NHTSA Response : 

NHTSA concurs with this recommendation. Soon after the TREAD Act was enacted, the 
agency developed a detailed monitoring system, including milestone dates for interim 
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activities, to keep track of progress in implementing the statute. NHTSA has also had a series 
of regular monthly meetings attended by senior management on the four main subject matter 
areas covered by the Act: tires, child restraint systems, defects, and rollover. We have also 
regularly submitted progress reports to the Office of the Secretary (OST) (including a monthly 
report to the Deputy Secretary) and met with senior OST officials when appropriate. We have 
also worked with OMB on mlemaking and related issues. 

We wish to point out, however, that the discussion in the draft report with respect to TREAD 
Act rulemakings goes well beyond the subject of the report; i.e., most of those rulemakings are 
not related to the activities of the Office of Defects Investigation. In fact, the agency has met 
all of its statutory deadlines with respect to the defect-related provisions of the Act (section 
3(c) (reporting the sale or lease of defective tires), section 3(d) (study of possible use of 
insurance company data), section 5(a) (increased civil penalties), and section 5(b) (new 
criminal penalties)) and is continuing to move forward to promptly implement several other 
defect-related provisions that do not have such deadlines. While tiie TREAD Act also requires 
NHTSA to engage in numerous complex rulemakings involving other key safety areas (tires, 
child restraints, and rollover), those should have little or no impact upon the ability of the 
agency to issue the early warning rule in a timely manner. 

With respect to the recommendation regarding reporting to Congress, we have conducted 
several informal briefings of the staff of the relevant committees on our progress, and we will 
be submitting a formal status report in the near future pursuant to section 16 of the Act. We 
will continue to work with the relevant committees and provide any additional reporting that 
they may desire. 

Recommendation No. 2: Ensure consistency in recommending and opening investigations 
and that highest priority cases are investigated by: 

• Establishing a peer review panel and process to ensure data used to identify potential 
defects are comprehensively and thoroughly analyzed and that investigations are opened 
and prioritized in a consistent manner .... 

• Developing new defect analysis and investigative procedures. 

• Training personnel in the new defect analysis and investigation procedures. 

• Developing innovative techniques to collect and analyze defect information from a wide 
range of sources. 

• Evaluating best practices and using them as appropriate. 

NHTSA Response : 

NHTSA concurs with this recommendation. We wish to note, however, that we believe that 
the procedures oirrently used by the Office of Defects Investigation (ODI) to identify potential 
safety defects that \^^iTant a formal investigation have worked well, given the limitations of the 
data and information that has been available. Over the past few years, ODI investigations have 
influenced well over half of the vehicles that have been recalled to remedy safety defects, In 
addition, the number of ODI-influenced recalls has steadily risen over the past 10 years, and 
well over half of GDI’s investigations have led to recalls. We do believe that very few, if any, 
significant safety defects have escaped detection, even given the relatively limited data that has 
been available to date. 
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Nevertheless, we agree that there is room for improvement in ODFs screening procedures. 
Therefore, we concur with the OIG recommendation to establish a review panel comprised of 
the Division Chiefs and selected staff investigators that would review the screeners’ 
recommendations for opening defect investigations. We agree that such a panel would bring 
increased consistency and help to properly prioritize the office’s investigative resources. We 
have implemented this approach, with the first panel meeting on November 29, 2001 . 

We also concur in the recommendation to develop and formalize the pmcedures to be used by 
the ODI screeners in the Defect and Recall Information and Analysis Division to analyze the 
available information about potential defects. This will be particularly important in view of the 
extensive amount of new information that will be available under the forthcoming “early 
warning” reporting regulations. (The recommendation refers to “defect analysis and 
investigative procedures,” However, the entire report focuses on the way ODI identifies 
potential defects for investigation rather than the manner in which it conducts its 
investigations. At this time, we do not see any need to revise GDI’s procedures and processes 
for conducting its defect investigations.) ODI is currently in the process of developing a 
“control plan” for the screening process. We plan to finalize it after the issuance of the early 
warning final rule, in the fall 2002. Of course, we will then promptly train all screeners to 
assure that they understand and properly implement the new procedures. 

ODI is always looking to increase its sources of information about potential defects. For 
several years, we have conducted a variety of outreach programs to encourage wider reporting 
of such information. We have given presentations to numerous audiences, including consumer 
groups, accident investigators, industry groups, insurance companies, state government 
employees, law enforcement groups, civic organizations, and at automotive trade shows, which 
have engendered new sources of information about potential safety defects. Under the TREAD 
Act, we will be receiving extensive information from manufacturers, yet we will continue to 
pursue additional sources of relevant information, 

ODI concurs that it is appropriate to attempt to identify and adopt “best practices” for 
identifying and investigating defects, and w'e will continue to do so. However, we have 
previously considered some of the practices referred to in the OIG report, such as those used by 
the Consumer Product Safety Commission (CPSC), and have concluded that they would not be 
practical in the ODI context. For example, we do not have the field staff that the CPSC uses to 
contact local coroners and other individuals across the country. 

Recommendation No. 3: Ensure that ODI has the appropriate infrastructure and processes 
in place to promptly identify potential defects as intended by the TREAD Act by: 

• Assigning a full-time project manager to manage ODFs project to develop a new 
information system. The project manager must have experience in the delivery of a project 
of comparable scope and complexity. 

• Obtaining the services of an independent contractor to conduct an independent validation 
and verification of the project’s progress and risks. 

• Reviewing and editing the existing data in the defect database for accuracy and 
completeness before transferring the data to the new information system. 
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• Implementing the recommended risk mitigation plan for GDI’s new defect information 
management system, as appropriate. 


NHTSA Response : 

NHTSA does not believe that the project to develop and implement the new information 
system for GDI is at significant risk - risk being defined as the inability of GDI to bring on 
line, on time, and within budget an information system that will allow the office to successfully 
perform its duties and responsibilities. Any information system development project has some 
associated risks. However, from the outset, GDI has structured the project to address and 
reduce these risks It did so by contracting with the Volpe National Transportation Systems 
Center (Volpe Center) to assist in managing the project, by engaging in detailed project 
planning, by arranging for constant GDI staff involvement and collaboration through 
numerous working groups and meetings, by utilizing a proven development methodology, and 
by deciding to use well known, widely used, and widely available commercial software 
products, rather than products designed and developed exclusively for GDI. 

GDI and the Volpe Center have taken numerous actions to minimize the risks associated with 
this project. GDI evaluated risk mitigation strategies during the project initiation phase and 
discussed these issues with several independent firms. In addition, GDI has identified and 
documented potential risks in its internal project plan, which will allow it to promptly take 
action if any impediments arise. Moreover, the project management methodology used by the 
Volpe Center is an iterative process, involving constant interaction between the developers and 
the client (GDI), which maximizes the developers’ understanding of the client’s requirements 
and minimizes the need for changes and delays. 

It is relevant that the new GDI system will rely on proven, widely used, and widely available 
commercial products. Thus, we do not believe that the projects identified in the GIG report as 
having experienced significant delays and cost overruns are analogous, since the GDI system 
will be based on proven technologies and available commercial-off-the-shelf products that will 
require minimal customization. 

Even though NHTSA is confident that the project will be completed on time and within the 
allocated budget, in response to the GIG recommendation, we plan to acquire the services of an 
independent contractor to assess the quality and completeness of the new information system’s 
development. Included in this task will be an analysis of risks and mitigation strategies, 
including those already identified by GDI, and the periodic review of all key deliverables and 
potential exposure to new risks. NHTSA does not agree that it would be beneficial to hire a 
“full-time project manager,” particularly at this point in the project. We believe that the 
current project management structure has worked well and will continue to do so. The Chief of 
the Information Management Division of the Gffice of Safety Assurance serves as the project 
manager, who is responsible for assuring that GDI’s needs are met in a proper and timely 
manner. Although he retains the other responsibilities of his position, the major portion of his 
time is devoted to this project. He is assisted within GDI by the Office Director, who is the 
project “sponsor,” and by other GDI managers and key users. The Volpe Center is responsible 
for the day-to-day management of design and development. This matrix management structure 
ensures that all parties play a significant role and minimizes the risks of failure and delay. In 
addition, GDI uses an internal project plan to track critical performance measures. 
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Adding an additional level of management (presumably to supervise the Volpe Center’s 
management efforts) would not be productive. ODl selected the Volpe Center to participate in 
this project based on its reputation and past successes. It has inforrrsation technology (IT) 
professionals located on-site who provide IT expertise and who have become very familiar 
with GDI’s information requirements. In NHTSA’s view, these Volpe Center experts can and 
will provide appropriate technical direction and guidance as the project continues. 

Even apart from the IT experience of the existing project management, those individuals have 
also amassed a great deal of knowledge regarding the GDI’s procedures and information needs. 
A new independent project manager would not have this background, and educating him or her 
would detract from the project anc would likely lead to delays. 

GDI and the Volpe Center are developing a Data Migration Plan to assure that all appropriate 
data that is in the current defects database will be transferred to the new system. That data will 
be reviewed for quality under a Data Quality Control Plan, which will identify improperly or 
inconsistently recorded data. All records that do not comply with the quality standards will be 
retained in “Hold-Files,” They will then be assessed by GDI and either included in the new 
database, corrected, or disposed of Both the Data Migration Plan and the Data Quality 
Control Plan will be completed by June 30, 2002. 
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